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HE debate on the merits of deposit guaranties waxes 

long and heated, with the majority of bankers seemingly 

on the side of the opposition. It is pointed out on the 

one hand that guaranty legislation will have a tendency 

to make the world safe for careless and dishonest bankers, 
while from the other camp the advocates of the measure declare 
that only through such a step can public confidence in our banking 
institutions be restored. Yet amid all the tumult and the shouting 
the contestants on both sides appear to assume that bank deposit 
guaranties will be bank deposit guaranties and that, however 
faulty the action may be in other respects, customers of banks will 
be assured of the safety of their deposits. That such an assump- 
tion is altogether unfounded is the belief of FrEpERIcK A. Brap- 
FORD, associate professor of economics at Lehigh University, who, 
in an article on page 537, entitled “Futility of Deposit Guaranty 
Laws,” gives tables which demonstrate that had such a law been 
in force for member banks of the Federal Reserve System alone 
between 1921 and 1929, with a guaranty fund equal to 10 per 
cent. of the paid-in capital of the banks, and had this fund been 


increased each year by 10 per cent. of the increase in reported 
capital, the sum levied would have been sufficient to refund deposi- 
tors of closed banks only up through 1924, and that by 1929 the 
deficit would have mounted to $236,797,700. 


Most bank “failures,” as we all know, are caused, not by the abso- 
lute disappearance of the money, but by its unavailability for the 
time being because it is tied up in “frozen assets.” ‘The situation 
often appears most discouraging. Yet Witiiam K. Payne has 
a word of encouragement to offer (“Liquidating Slow or Frozen 
Assets,” page 540). He believes that loans are often not so 
hopeless as they appear, and that real estate loans in particular 
can frequently be liquidated, even if at a slower rate than was 
originally intended. Not all our farmers even are absolutely 
“broke,” and in communities where the people have learned to 
raise for their own collective needs banks are experiencing little 
difficulty. Similarly a bit of guidance and assistance from the 
bank may enable a business man to carry on his enterprise with 
profit. “If someone has to give up an automobile, a motor boat, 
a summer home, or temporarily abandon his summer vacation or 
his golf club, I think your duty is to see that these sacrifices are 
made by your borrowers rather than by your stockholders,” urges 
Mr. Payne. 


{Continued on page xiv} 
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NEw air-express schedules and reduced rates between important 
points all over the country are making the carrying on of check 
transactions by air even more time-saving and economical for the 
banker. J. H. Burier, general manager of Railway Express 
Agency, Inc., describes new improvements in the service and 
points out some of the ways in which it may be of the greatest 
service to bankers, in an article on page 549 of this issue. 


CuTHBERT LEE has contributed another helpful article to his series 
on Personal Trust Administration. His discussion this month 
deals with commencing the administration and takes up such 
important points as the registration of securities, what should be 
done with uncollected dividends and the precautions that should 
be taken to prevent misunderstanding on the part of the bene- 
ficiary when he examines the schedule of income. This article 
appears on page 567. 


TrustEEsHiP of a different sort is the subject of an article by 
W. G. Lirrieron (“Bonds, Mortgages, Equipment: Some Ad- 
ministration Problems Under Corporate Trusteeship”). Mr. Little- 
ton discusses the steps that must be taken when a trust company 
assumes the trusteeship of a debtor organization. He describes 
how the bonds are issued, the examination of the property, how 
modern trust documents are prepared, the steps to be taken in 
releasing real estate, the inspection of equipment and what must 
be done if default occurs. This concrete and detailed discussion 
will be found on page 554. 


“THE great fact is that a bank is only as sound as its community, 
and this applies also to the banking structure as a whole in relation 
to the economic condition of the nation.” So declares Francis H. 
Sisson, president of the American Bankers Association, in a 
vigorous attack on the deposit guaranty plan and a plea for 
co-operation of business interests and the public at large in making 
the safety of banks an actuality. (See page 564, this issue.) 


“THE New Era Is Dead—Long Live the New Deal” is the arrest- 
ing title of a contribution by ArrHur M. Lamport, president of 
A. M. Lamport & Company, Inc. (Turn to page 545.) With 
originality, verve and much sound sense Mr. Lamport describes 
what took place at the deathbed of laissez-faire and sounds a note 
of enthusiasm and encouragement for the new leader and the 
“New Deal.” 
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A Bankers’ Conspiracy Is Supposedly 
Devastating the Country 


T least that is what some people 
Av like to have others believe. 
THE BANKERS MAGAZINE hastens 
to assure the worried ones that there 
really is no cause for concern. There is 
no such conspiracy except in the minds 
of various radical groups who are seizing 
what appears to be a timely opportunity 
to propagate among unthinking minds a 
rather trick group of paragraphs which, 
in certain sections of the country, is 
creating quite a rumpus. 

As far back as 1890 these paragraphs 
circulated around the country at a great 
rate. They informed all who would be- 
lieve that capital must protect itself by 
foreclosing mortgages; must hold secret 
and solemn meetings and there devise 
ways of cheating the common people of 


their homes; must divide the voters; and, 


by these and other nefarious means, 
govern the world with an imperialism 
of capital. 

Then in 1920 the perpetrators of these 
agitating sentiments again trotted them 
out to add to the bewilderment of the 
public during an unsettled period. These 
sentiments were attributed to a “Bankers 
Magazine.” Now in 1933 they are again 
attributed to a “Bankers Magazine” or 
a Bankers Manifesto—a publication sup- 
posedly for private circulation. Needless 
to say THE BANKERS MaGaZINE is not 
privately circulated, nor has it privately 
circulated any such Bankers Manifesto. 
Allow us to quote from the August, 
1920, issue of THE BANKERS MAGAZINE: 


“Seeking to convey the impression that the 
bankers of the country are in a conspiracy to 


oppress the ‘common people,” various agencies 
in some of the Middle Western states are cir- 
culating a series of pamphlets containing what 
purports to be a quotation from THE Banx- 
ERS MaGAzINE. That such a statement as is 
quoted never appeared in the magazine or 
anything even remotely resembling it is of no 
interest to the originators of the propaganda, 
whose sole aim seems to be to create in the 
public mind a false impression. 

“It seems hardly necessary to state that 
such words never appeared in THE BANKERS 
MaGazINE. They-.are so utterly inconsistent 
with the high spirit of patriotism and of pub- 
lic service which the bankers of the United 
States have always shown that they might 
safely be ignored as preposterous and absurd 
were it not for the inflammatory effect that 
such garbled and false ideas might have on 
unthinking minds. 

“The reader of such literature, especially 
if he be of that far too numerous class that 
prefers to receive its thinking ready-made, 
will be only too inclined to jump to the con- 
clusion that there is a conspiracy of bankers 
seeking to destroy the happiness and _ pros- 
perity of the people. In this state of mind, 
he falls an easy victim to any soap-box orator 
who holds out an equally false promise of 
Utopia in the overthrow of the so-called 
capitalistic classes.” 


The United States, on an average, has 
done pretty well since 1890, and since 
1920, when the “soap-box”’ orators last 
had their say about this devastating con- 
spiracy. And it is our guess that the 
United States will continue to do pretty 
well, on an average, from 1933—regard- 
less of the “soap-box” orators who, for 
lack of something better, continue to 
try to jam down the public throat some- 
thing that has proven utterly false for 
forty years or more. 
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Editorial Comment 
THE FINANCIAL POLICIES OF THE ADMINISTRATION 


In discussing the financial policies of the Administration THE BANKERS MaGAZINE 
expressly disclaims any intention of indulging in personal or partisan. criticism of 
President Roosevelt. It has complete faith in the wisdom and patriotism of the 
President, and pledges to him loyal support in his efforts to reduce unemployment, to 
promote peace and to restore prosperity. It further believes that tie extraordinary 
powers placed in the hands of the President will be wisely employed by him in the 
public interest. The following discussion of the financial measures that have been 
taken is based solely on their historic and economic importance. The views expressed 
are those abundantly supported by authority and experience.—Editor. 


EFORE proceeding to examine the 
Bose taken by the Administra- 

tion of President Roosevelt with 
respect to gold and currency, some ac- 
count should be taken of the other eco- 
nomic policies recently put forth. 

In the first place, all of us recognize 
that at the time of his inauguration the 
President was confronted with a des- 
perate situation, sufficiently evidenced 
by the temporary closing of all the banks. 
At this juncture the President acted with 
courage and promptness, and in a short 
time the banks were generally reopened 
and enabled to resume their usual func- 
tions. 

With Mr. Roosevelt's main objectives 
—to reduce unemployment, to better the 
situation of the farmers, to revive in- 
dustry, to straighten out the transporta- 
tion situation and to safeguard the sale of 
securities—about the desirability of 
achieving these ends, there can be no 
disagreement, although honest differences 
of opinion may exist as to the best means 
of reaching these results. To express 
such differences of opinion is not only 
the right but the duty of all men, for 
cnly in this way can these proposals be 
put to the test from which their pro- 
ponents should not shrink. 

Of the President’s courage we have 
abundant witness. His integrity and 
patriotism no one would think of ques- 
tioning. Mr. Roosevelt is working 


earnestly and with absolute sincerity in 
endeavoring to bring this country out 
of the morass in which it has been so 
long floundering. And every right 
thinking citizen will uphold him in this 
gigantic task, and hope for his success. 

In examining the measures taken in 
regard to gold and currency, it will be 
with no thought of personal or partisan 
criticism of the President but only be- 
cause, in the light of experience and the 
counsels of the wisest, no other course 
could possibly be taken. In other words; 
discussion is as to the soundness of in- 
flationary measures in themselves, and 
not as to the wisdom of a qualified 
resort to them under the extraordinary 
conditions of the times. 


DEPARTURE FROM THE GOLD 
STANDARD 


INCE January 1, 1879, this coun- 
S try had been on the gold standard, 

from which it departed on April 
20, 1033. Why was this course taken? 
Not as a matter of immediate necessity, 
for we had at that time, and still have, 
about 33 per cent. of the world’s stock 
of gold; the foreign balances here were 
not large; and the balance of interna- 
tional payments was still heavily in our 
favor. There may have been, as Presi- 
dent Roosevelt intimated in his radio 
message of May 7, threat of a flight of 
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capital from the country. Such a flight 
could be well understood if the holders 
of American securities had had the slight- 
est intimation of what was to be pro- 
posed: the devaluation of the dollar, 
an increase of $3,000,000,000 in Federal 
Reserve purchases of Government ob- 
ligations, issue of $3,000,000,000 in 
greenbacks, free coinage of silver and 
the refusal to pay interest and principal 
in gold on securities calling for payment 
in this form. These measures were 
enough to cause a flight of capital from 
the country, and if it was threatened no 
one need feel astonishment. 

When capital flies from one country 
to another it is because of fears for its 
safety in the country from which it flies. 
This fear may originate in a variety of 
causes. Chief of these is political in- 
stability—actual revolution or serious 
unrest pointing in that direction. From 
this major danger this country is exempt. 
Nothing has been more. remarkable in 
these trying times than the absence of 
serious political disturbances. The out- 
breaks in some of the farming sections 
are local and sporadic. 

Another cause of the flight of capital 
is to be found in unsatisfactory eco- 
nomic conditions—unbalanced budgets, 
depression in industry, unemployment 
on a large scale. But serious as condi- 
tions are in these respects in the United 
States, they are hardly such as to war- 
rant a general capital movement from 
the country, particularly in view of the 
fact that conditions in few countries are 
better, and in many are much worse. 

But when the standard of value is 
menaced, when there is danger that the 
obligation to pay in gold will be disre- 
garded and when vast inflationary 
schemes receive legislative sanction, the 
exodus of capital is a quite natural result. 

If there was the danger of a flight of 
capital, to which President Roosevelt re- 
ferred, it most probably had its origin in 
these sources. 

Had Congress and the President been 
able to give assurances that the gold 
standard would be preserved and that 
there would be no resort to inflation, 
the danger could have been averted. 
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A contrary course was taken, and 
with results now known to all. 

The conclusion is inescapable, that our 
departure from gold was voluntary and 
not compulsory. Had it been of the lat- 
ter form, no fault could be found. After 
all, nations as well as individuals can 
only do what they can. 


AS A MEASURE OF EXPEDIENCY 


HILE it is clear that our de- 
parture from gold was not im- 
pelled by immediate necessity, 


the action is being defended on the 
ground of expediency. There are stout 
denials from Washington that this step 
was taken with a view to coercing cer- 
tain foreign countries into agreeing to 
our position respecting international 
problems. Equally impressive protesta- 
tions come from London that the 
doubling of the sterling equalization fund 
was not for the purpose of fighting the 
dollar. 

Additional justification for our action 
is that it tends to put us in a more favor- 
able position for exporting, in competi- 
tion with other countries that have 
abandoned gold. But the experience of 
England with a similar policy is far from 
convincing in this respect. At any rate, 
we are seeing that the game of currency 
depreciation is by no means one-sided. 
Just where this currency duel may end, 
no one can with safety predict. 

Stable currencies are considered to be 
requisite to international trade. Whether 
this stability will be hastened by the 
gyrations of the dollar may well be 


doubted. 


PENALTIES FOR “HOARDING O 
GOLD” ; 


ESIRING to get gold into the 
Federal Reserve banks, the Gov- 
ernment has prescribed severe 
penalties for any one holding more than 
$100 in gold coin or certificates. This 
would seem to be in the nature of an 
ex post facto measure. If, for example, 
one had lawfully acquired $1000 in gold 
coin or certificates on January 1, 1933, 
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the possession of this sum, in either of 
the forms mentioned, would have con- 
stituted a crime, subject to severe penal- 
ties, on May 1, 1933. 

More serious than the repudiation of 
a promise printed on its circulating notes 
(for be it remembered that Federal Re- 
serve notes are obligations of the United 
States) is the possible default of the 
Treasury as a trustee of the gold held 
against gold certificates. For how else 
can one characterize the case? If the 
lawful possessor of gold certificates had, 
for some reason, been unable to present 
them for redemption until the penalties 
above mentioned had been prescribed, he 
would have found that the Treasury, if 
it refused to redeem the certificates, had 
violated its trust agreement. 

On patriotic grounds all loyal citizens 
would probably readily have surrendered 
their gold to the Treasury, and the pen- 
alties mentioned could be defended, if 
at all, only on the ground that they were 
necessary for the coercion of the re- 
calcitrant. It must be extremely doubt- 
ful if these penalties can be enforced. 
Making it a crime to insist that the Gov- 
ernment shall keep its promise is a pro- 
ceeding of doubtful legality. 

Curiously enough, when England left 
the gold standard, gold was voluntarily 
turned in, and for the simple reason 
that the sovereign became worth, in 
paper, more than twenty shillings. As 
a result, gold flowed into the Bank of 
England in large volume, and great sums 
also came from India. 


PRESIDENT ROOSEVELT’S IN- 
FLATIONARY POWERS 


(Y'creionary has voted large dis- 


cretionary powers over the cur- 

rency of the country, and has 
placed in the President’s hands authority 
to expand the credit of the Reserve 
banks. He is authorized to devalue the 
dollar, provide for the free coinage of 
silver, to have the Federal Reserve banks 
buy $3,000,000,000 in Government 
bonds, and to issue $3,000,000,000 in 
greenbacks. That the President will ex- 


ercise any or all these extraordinary 
powers by no means follows. He him- 
self has told us what he would do in his 
radio message of May 7. Here is what 
the President said: 


“A series of conditions arose three weeks 
ago which very readily might have meant, 
first, a drain on our gold by foreign coun- 
tries, and, secondly, as a result ot that, a 
flight of American capital, in the form of 
gold, out of our country. 

“It is not exaggerating the possibility to 
tell you that such an occurrence might well 
have taken from us the major part of our 
gold reserve and resulted in such a further 
weakening of our Government and private 
credit as to bring on actual panic conditions 
and the complete stoppage of the wheels of 
industry. 

“The Administration has the definite ob- 
jective of raising commodity prices to such 
an extent that those who have borrowed 
money will, on the average, be able to repay 
that money in the same kind of dollar which 
they borrowed. 

“We do not seek to let them get such a 
cheap dollar that they will be able to pay 
back a great deal less than they borrowed. 

“In other words we seek to correct a wrong 
and not to create another wrong in the op- 
posite direction. That is why powers are 
being given to the Administration to provide, 
if necessary, for an enlargement of credit, in 
order to correct the existing wrong. These 
powers will be used when, as, and if it may 
he necessary to accomplish the purpose.” 


Thus his objectives are seen, and we 
have the President’s word that he will 
use the powers mentioned to accomplish 
them. It may be, of course, that the 
tise in prices will take place without 
recourse to any of these measures. Cer- 
tainly, to employ all of them to their 
full extent would be to enter on the 
perilous pathway of inflation. It is not 
believed that the President will take this 
course. He can be trusted to safeguard 
the public welfare. 

Much speculation has been indulged 
in respecting the transfer of so much 
authority from Congress to the Presi- 
dent. Some hold that since the power 
to coin money and regulate the value 
thereof is one of the enumerated powers 
specifically conferred on Congress by the 
Constitution, it cannot be delegated to 
any other authority—a question mani- 
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festly for determination by the Supreme 
Court of the United States. 

There are two current explanations 
for the course that has been taken. One 
is that the President, fearing the radical 
inflationary disposition of Congress, de- 
sired to get into his own hands a power 
that he would exercise with greater 
caution. A more acceptable explanation 
is that, under rapidly changing condi- 
tions, the President wished to have au- 
thority to take prompt action without 
having to wait on Congress, and es- 
pecially if that body should not be in 
session, and in this he is entirely right. 


DEFAULT ON THE “GOLD 
CLAUSE” 


B: the “gold clause” is meant that 


provision in United States bonds 
and other obligations promising 
that payment of principal and interest 
will be paid in United States gold coin 
of the present standard of value. So 
long as the country remained on the gold 


standard, this provision was rarely, if 


ever, enforced. And for the simple 
reason that other forms of currency were 
redeemable in gold, and also for the very 
obvious reason that gold was no more 
valuable than paper. But a different 
situation arises once the gold standard 
is abandoned and the dollar sharply de- 
preciates in terms of the foreign ex- 
changes. 

The United States has refused to pay 
interest in gold on its own obligations 
held abroad, although the obligations 
were declared to be payable in that 
metal. This is a breach of faith, We 
have broken our promise. It is a true 
picture, though not a pleasant one. No 
American has reason to be proud of it. 

And we are continuing to make the 
same promise to pay in gold. In an 
offering of $500,000,000 of United 
States Treasury notes, made under date 
of April 24, 1933, this statement ap- 
pears: “The principal and interest of 
the notes will be payable in United 
States gold coin of the present standard 
of value.” This statement is signed, 


“W.H. Woodin, Secretary of the Treas- 
ury.” At the time this is written a 
bill is pending in Congress providing 
severe penalties for false statements in 
offerings of securities made to the pub- 
lic. It is hoped that the amiable Secre- 
tary of the Treasury has taken due note 
of the risks he incurs. 

The credit of the United States has, 
until now, been unimpeachable. It can- 
not be a source of satisfaction that the 
Government has taken a course which 
may have a serious effect upon its credit. 
A broken promise, by a country still able 
to keep it, strikes a serious blow at the 
credit, not of this country alone, but of 
the world. 

The gold clause is still to be found on 
Federal Reserve notes in circulation, as 
follows: “Redeemable in gold on demand 
at the United States Treasury, or in 
gold or lawful money at any Federal 
Reserve bank”—a statement not true 
under present conditions. 


THE PRESIDENT ON FEDERAL 
FINANCES AND INFLATION 


power to the President, it is of special 

interest to get his own views on 
Federal finances and inflation. Some of 
these views have been given above. 
Others follow (as taken from his radio 
message of May 7): 


I: view of the large delegation of - 


“Much has been said of late about Federal 
finances and inflation, the gold standard, etc. 
Let me make the facts very simple and my 
policy very clear. In the first place, Govern- 
ment credit and Government currency are 
really one and the same thing. 

“Behind Government bonds there is only 
a promise to pay. Behind Government cur- 
rency we have, in addition to the promise 
to pay, a reserve of gold and a small reserve 
of silver. In this connection it is worth while 
remembering that in the past the Government 
has agreed to redeem nearly thirty billions of 
its debts and its currency in gold, and private 
corporations in this country have agreed to 
redeem another sixty or seventy billions of 
securities and mortgages in gold. The Gov- 
ernment and private corporations were making 
these agreements when they knew full well 
that all of the gold in the United States 
amounted to only between three and four 


— ee ih L/h Uh OU 





RR 


THE BANKERS MAGAZINE 


billions and that all of the gold in all the 
world amounted to only about eleven billions. 

“If the holders of these promises to pay 
started in to demand gold the first comers 
would get gold for a few days and they would 
amount to about one twenty-fifth of the hold- 
ers of the securities and the currency. The 
other twenty-four people out of twenty-five, 
who did not happen to be at the top of the 
line, would be told politely that there was no 
more gold left. 

“We have decided to treat all twenty-five 
in the same way in the interest of justice and 
the exercise of the constitutional powers of 
this Government. We have placed every one 
on the same basis in order that the general 
good may be preserved. 

“Nevertheless, gold, and to a partial extent 
silver, are perfectly good bases for currency 
and that is why I decided not to let any of 
the gold now in the country go out of it.” 


Adequately to deal with the financial 
philosophy implied in some of the above 
statements would require a volume; in- 
deed, there is enough controversial ma- 
terial in them to fill a fair-sized library. 
But, at least, let us take a glance at some 
things the President said: 

(1) 
credit and Government currency are 
really one and the same thing.” 

Then the President goes on to explain 
that there is some difference between 
Government bonds and Government cur- 
rency, for he says: 

“Behind Government bonds there is 
only a promise to pay. Behind Govern- 
ment currency we have, in addition to 
the promise to pay, a reserve of gold 
and a small reserve of silver.” 

But there is another essential differ- 
ence between these two forms of Gov- 
ernment credit. 

Government bonds, being payable at 
a fixed date, and bearing interest, do not 
circulate as money, while Government 
currency does so circulate, and therefore 
may affect prices to a far greater extent 
than is the case with a bond issue. True, 
the latter may be used as a basis for ad- 
ditional currency, but this can be put 
out only through the national banks, and 
its volume is limited by their capital and 
other restrictions not applicable to an 
emission of greenbacks by the Govern- 
ment. 


“Government currency”—all the mon- 


“In the first place, Government. 


etary fallacies of the ages are com- 
prised in that term. There is but one 
safe form of “Government currency,” 
the stamp upon the standard metallic 
coin. It had been thought, until April 
20, 1933, that coin certificates might be 
safely issued by the Government, but if 
gold certificates can no longer be used 
to acquire and hold the metal they rep- 
resent, it is doubtful if this trustee func- 
tion can be left to the Government. 

Further quoting from the President's 
radio message: 

(2) “In this connection it is worth 
while remembering that in the past the 
Government has agreed to redeem nearly 
thirty billions of its debts and its cur- 
rency in gold, and private corporations 
in this country have agreed to redeem 
another sixty or seventy billions of se- 
curities and mortgages in gold. The 
Government and private corporations 
were making these agreements when they 
knew full well that all of the gold in 
the United States amounted to only be- 
tween three and four billions and that 
all of the gold in all the world amounted 
to only about eleven billions.” 

The long-term debt of some $134, 
000,000,000 is many times the stock of 
money in the country; it and some $50,- 
000,000,000 of bank deposits can not be 
paid with a money volume of $5,000,- 
000,000. But it does not necessarily fol- 
low that these claims could not be met 
in the ordinary course. 

As a matter of fact, until the gold 
standard was threatened no demand for 
gold was made and would not be likely 
to occur so long as belief in the main- 
tenance of gold payments persisted. 


FAITH IN THE PRESIDENT 


HILE President Roosevelt has 
expressed a readiness to resort 


to the powers conferred upon 
him if necessary to raise commodity 
prices to the extent he considers essen- 
tial “to correct a wrong and not to 
create another wrong in an opposite di- 
rection,” it is not believed that he will 
find this course necessary. Certainly, no 
one can believe that he will deliberately 
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plunge the country into the whirling 
maelstrom of inflation from which es 
cape would be impossible without in- 
curring the ruinous effects common to 
all countries that have resorted to this 
desperate expedient. 

The inflating powers which Congress 
has delegated to the President comprise 
about all known monetary heresies: 
adding $3,000,000,000 to Federal Re- 
serve purchase of Government obliga- 
tions; issue of $3,000,000,000 of green- 
backs; free coinage of silver; coin clip- 
ping (devaluation of the gold content 
of the dollar). And while it would 
have been heartening had the President 
felt able sternly to reject all these 
heresies, it may be pointed out that these 
extraordinary powers are not mandatory 
but discretionary. That the President 
will employ the powers conferred upon 
him with great discretion and only to 
the extent that he considers necessary 
for the protection of the American 
people is the general hope, as it is 
the confident faith, of THE BANKERS 
MAGAZINE. 


FOREIGN CRITICS OF OUR 
MONETARY POLICY 


REAT perturbation has arisen in 
G foreign circles over our depar- 
ture from the gold standard, and 


especially because of our refusal to con- 
tinue gold payments on account of in- 
terest due on United States bonds held 


abroad. It is with no desire to apologize 
for this course that THE BANKERS 
MaGaAZINE is constrained to point out 
that it has high sanction from foreign 
sources. To take the most notable in- 
stance: 

In the matter of Société Intercom- 
munale Belge d’Electricité: Feist vs. The 
Company. This was a case where bonds 
were issued, principal and interest pay- 
able “ in sterling gold coin of the United 
Kingdom of or equal to the standard of 
weight and fineness existing on Septem- 
ber 1, 1928.” Notwithstanding this ex- 
press provision, the court in which suit 
was first brought to enforce the “gold 
clause” decided that the debt could be 
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discharged in paper, and this decision 
was sustained on appeal. 

It is appropriate to a fair understand- 
ing of the matter that it be stated that 
there was a stipulation in the bond that 
it was “to be construed and the rights 
of parties regulated according to the law 
of England and the parties 
submit to the jurisdiction of the Eng- 
lish courts.” Lord Justice Lawrence, in 
the course of his judgment, said: 

“The obligation of the company was 
to pay a debt; the amount of the debt 
was £100 sterling, carrying interest at 
the rate of 514 per cent. The company 
had agreed to pay that debt and interest 
in gold coins, but the legislature had 
said that it might lawfully be discharged 
by tendering bank notes, and the com- 
pany was therefore entitled to discharge 
its indebtedness by tendering bank notes 
and to extinguish its obligation under 
the bond by that mode of payment.” 

Since the interested parties had agreed 
to be bound by English law and to sub- 
mit to the jurisdiction of the English 
courts, they have no further legal rem- 
edy. An appeal to a court of ethics 
might confirm the judicial view of the 
matter, and it might not. 

But, in view of the above decision of 
their own courts, our English friends 
would seem to be estopped from criti- 
cism of our refusal to pay gold, even 
where it is “nominated in the bond.” 
Lord Justice Lawrence considered this 
stipulation as elastic, and subject to the 
control of the legislature. 

This troublesome problem has cropped 
up more than once in recent years. 
France has been charged by the English 
—some of them at least—with repudia- 
tion for having offered to pay in francs 
of present value a debt incurred when 
the francs were much higher. To this 
charge the French politely replied that 
the debt was legally payable in francs. 
A different situation arises where an 
explicit gold clause is contained in an 
obligation. But, if the English decision 
is to be accepted as the rule in this 
country, this clause may be subject to 
alteration by legislative authority. Thus 
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Congress could do what the Constitu- 
tion prohibits to the states—enact a law 
impairing the obligation of contracts. 

A similar case has recently been de- 
cided in a New York court, and in the 
same way, the English decision being 
cited as a precedent. 


CREDIT EXPANSION THROUGH 
THE FEDERAL RESERVE 


In order that a liberal credit policy may 
have the desired effect on prices, it is neces- 
sary that a demand for credit should arise.— 
Draft Agenda for World Economic Confer- 


ence. 


A° an expansion of $3,000,000,000 


of purchases of Government ob- 
ligations by the Federal Reserve 
banks is a part of the inflation program 
of the Government, the effectiveness of 
this policy will be watched with interest. 
Under ordinary conditions, with pro- 
duction and trade active, a purchase of 
Government obligations to this extent 
by the Federal Reserve banks and the 
consequent volume of credit made avail- 
able to the member banks, would un- 
doubtedly cause a large expansion and 
probably dangerous inflation. But it is 
not clear whether, under present condi- 
tions, the policy will have any such ef- 
fect. As said in the quotation above, a 
liberal credit policy, if it is to have the 
desired effect on prices, must be accom- 
panied by a demand for credit. For a 
long time this demand has been lacking. 
Some interesting light is thrown on 
this matter from the report of the Fed- 
eral Reserve Bank of New York for the 
year ending December 31, 1932. After 
stating that excess reserves of all mem- 
ber banks rose above $500,000,000 by 
the end of the year, the report says: 


“From the end of July to the end of No- 
vember the total loans and investments of 
the principal New York City banks increased 
approximately $850,000,000, and thereafter 
showed little change. The New York City 
banks were continuously in possession of a 
substantial amount of. excess reserves, al- 
though, as in the preceding months, the 
excess funds in New York represented largely 
funds deposited by correspondent banks in 
other parts of the country. The greater part 
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of the increase in loans and investments of 
the New York banks was in their holdings 
of United States Government securities, al- 
though their holdings of other securities also 
increased moderately. The loans of these 
banks showed comparatively little change 
during the last five months of the year, after 
declining rapidly during the preceding year 
and a half.” 


Thus the great increase in the ability 
to lend, as indicated by the excess re- 
serves, was not met by a corresponding 
demand for credit. For a long time the 
Federal Reserve banks have been pur- 
suing an easy money policy, and it has 
not been effective. But the larger use 
of this policy now contemplated may 
force an expansion of loans and invest- 
ments by member banks. If it does not, 
other means may be employed to swell 
the volume of credit. Whenever the 


demand for a sound credit expansion 
appears, based on the improvement of 
production and trade, credit will spring 
forth, for the banks, even without the 
use of the devices recently suggested, 
have large lending powers in reserve. 


The reasons why these powers have not 
been employed have already been fully 
discussed in these pages. 


HENRY FORD ON BANKING 


EALING with the essentials of 
BE sound banking, in the April issue 
of The Rotarian, “as told to 
Arthur van Vlissingen, Jr.,” Henry Ford 
presents some fine ideals for the contem- 


plation of the banking fraternity. For 
example: 


“The fact is no business, and American 
banking is not an exception, can exist except 
on a foundation of eternal truth. :This ob- 
servation is not original with me. A number 
of courageous bankers have been preaching 
the same things, but they have found how 
impossible it is to get a hearing from money- 
mad people. You might as well talk against 
a hurricane. But people who will not listen 
to reason and obey the voice of righteous- 
ness, cannot escape the bludgeoning of re- 
sulting events.” 


But in some of his observations Mr. 
Ford is mistaken. He tells us: “John 
Jones has deposited $200 in the bank. 
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; The $200 undoubtedly belongs 
to John Jones. It does not belong to the 


bank.” The courts take a contrary view 
of the matter. It is a recognized prin- 
ciple of common law that the relation- 
ship between banker and depositor is 
that of debtor and creditor. After you 
have made a deposit in the bank you do 
not own that money; what you own is 
the right to call upon the bank at any 
time for the return to you of the 
amount of your deposit in lawful 
money. 

In Mr. Ford's view here is what is 
mainly wrong with our banking: 


“The basic fault of our present system is 
that it centers attention on money as a thing 
of value in its own right. Money is useless 
except as it facilitates the exchange of goods 
and services. We must have banking that 
will use money for advancing industry rather 
than using industry to amass money.” 


Perhaps a sounder view would be 
that solid advance in banking must be 
the result of safe and prosperous trade 
and production, which banking assists. 
The legitimate use of credit is for this 
purpose, and banking profits by it just 
as Mr. Ford and other business men 
profit by their undertakings. 


A BANK’S FIRST DUTY 


UCH moralizing on the duties 
M of a bank is a characteristic of 

the times. One of the precepts 
most commonly heard is this: the bank's 
first duty is to its depositors. To ques- 
tion the validity of this diction, in view 
of its wide acceptance, would seem al- 
most as hazardous as would be an at- 
tempt to challenge the law of gravita- 
tion. But since these are times when 
many accepted ideas are being tested, 
may it not be pertinent to subject this 
one to examination? 

In recent years banking services have 
been extended to include doing almost 
anything from minding the baby while 
mother goes shopping to planning a voy- 
age round the world. The bank, losing 


— 





sight of its primary functions, has be- 
come a public-service institution. Many 
of the services have been rendered with- 
out cost to the person receiving them, 
but not without expense to the bank 
furnishing them. Partly on this account, 
the difficulty of making the bank pay 
has grown. 

If the primary duty of a bank be not 
to its depositors, who should be its chief 
concern? The depositors do not furnish 
the capital with which the bank is 
started. They do not generally run the 
same risk as do the shareholders of los- 
ing not only all they put in the bank 
but double that amount. They are ex- 
empt from the severe penalties the law 
may inflict on directors and officers for 
faults in the management. 

That banks honestly and capably 
managed should safely guard the funds 
committed to their care is something 
pertaining to the domain of the obvious. 
And they will always do this effectively 
if they keep steadily in mind the inter- 
est of shareholders—the people who 
have risked their capital in the forma- 
tion of the bank and who are its owners. 
For invariably will it be found that 
where a bank is operated with profit 
and safety to its owners—the sharehold- 
ers—depositors can suffer no loss. Be- 
fore such loss can occur, the shareholder 
must lose his investment and possibly an 
equal sum in addition. 

It would, therefore, seem reasonable 
to say that the first duty of a bank is to 
protect its shareholders from loss, and 
that by such a course the deposits will 
be safeguarded. In this view, the first 
duty of the bank is to operate with 
safety and profit, protection to deposi- 
tors being thus automatically assured, as 
necessarily an incident of sound bank- 
ing. 

After all, banks are organized for 
profit, derived, as all legitimate profits 
are, from service to the public. But 
they are not eleemosynary institutions. 
So long as they are operated with the 
shareholders’ safety and profit in mind, 
depositors will not suffer. 


Futility of Deposit Guaranty Laws 


Why a Guaranty Would Not Function Except Under Conditions 
Which Would Make It Unnecessary 


By FREDERICK A. BRADFORD 


culminated on March 4, 1933, the 

question of guaranteeing bank de- 
posits has again assumed large current 
interest in connection with the funda- 
mental revision of the Federal banking 
laws which is now under way. Appar- 
ently an agreement has been reached 
on the inclusion, in the new law, of 
some type of guaranty provision, al- 
though, as this is written, no definite 
plan has as yet been made public. In 
any event, whatever the final outcome 
of the proposals now before Congress 
may be, the subject is of sufficient 
importance to merit careful considera- 
tion and reflection. 


Same the banking crisis which 


ARGUMENTS AGAINST THE PLAN 


The usual, and perfectly valid, argu- 
ments of those who object to a guar- 
anty of bank deposits by means of a 
guaranty fund contributed by the banks 
are that a guaranty law encourages 
unsound banking on the part of some 
and that the expense of paying the 
depositors of failed banks is borne, in 
largest part, by the soundly managed 
institutions. In many instances, how- 
ever, it seems to be assumed, by both 
advocates and opponents of guaranty 
laws, that the depositors would be 
paid, however unfairly the expense 
might be distributed and however much 
the measure might encourage unsound 
practices on the part of some bankers. 
When thousands of depositors have 
lost their funds through bank closures, 
there is danger that matters of equity 
or abstract justice as among the banks 
themselves may be sacrificed to insure 
the safety of the multitude of indi- 
vidual deposits. That this host of de- 


posits would thus, in fact, be safe- 
guarded is by no means certain. 

Suppose, for example, that a deposit 
guaranty law, applying to member 
banks of the Federal Reserve System, 
had been in force in 1920. On the 
assumption that each member bank had 
been compelled to contribute to a guar- 
anty fund an amount equal to 10 per 
cent. of its paid-in capital, to what 
extent would depositors have been pro- 
tected in the years following 1920? 
The answer to this question may be 
otbained, roughly, from Table 1, which 
shows the amount of deposits of sus 
pended banks together with the amount 
which would have been in the fund 
in each year from 1921 to 1929 in- 
clusive, had there been on further con- 
tributions to the fund after 1920 except 
as the capital of member banks increased 
from year to year. Table 1 is pur- 
posely terminated at the close of 1929 
in order to exclude the extraordinarily 
heavy failures of the three ensuing 
years. 


The evidence is fairly conclusive. 
The assumed fund, which has been 
increased each year by 10 per cent. 
of the increase in reported capital of 
member banks, would have been suf- 
ficient to pay all depositors of failed 
banks through 1924. Thereafter, the 
contributions to the fund, representing 
10 per cent. of increased member bank 
capital, would have served to pay but 
a small portion of the deposits of 
suspended banks. In fact, by the end 
of 1929, the deficiency would have 
amounted to $236,797,700, or an addi- 
tional 8.6 per cent. of the paid-in 
capital of member banks at that date. 
This conclusion must be qualified, of 
course, to some indeterminable extent 


537 





Amount in assumed fund 


Jan. 1921...... $ 179,906,100 
MER ccs 144,279,100 
~ > dag 127,345,600 
$926....0. 82,341,400 
Wiss 11,315,100 
08... .. 6,782,700 
ee 9,813,900 
“RRS 13,433,300 
1929...... 13,644,300 
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TABLE 1 


Deficiency (end of 1929) $236,797,700. 


Deposits of suspended Contributions of sus- 


banks pended banks to fund 
$42,503,000 $536,900 
24,243,000 395,600 
51,228,000 684,500 
74,469,000 1,030,500 
67,264,000 992,000 
68,812,000 856,900 
66,336,000 803,400 
42,240,000 517,500 
57,135,000 712,500 











TABLE 2 


Amount in assumed fund 
Jans 2990.00). 2 $25,711,300 













by the fact that funds obtained 
from the liquidation of failed-bank 
assets would have been turned back to 
the fund. It seems highly improbable, 
however, that such reimbursement 
would have pulled the fund out of the 
red by the close of 1929. 

Up to the end of 1929, failures of 
member banks, to which Table 1 
applies, were much less extensive than 
the suspensions of banks not members 
of the Federal Reserve System. If an 
analysis similar to that applied to mem- 
ber banks is made for all banks in the 
United States, the results are much 
less satisfactory. A 10 per cent. fund 
would have been exhausted before the 
end of 1922, and the deficiency at the 
close of 1929 would have amounted to 
about $1,300,000,000. 

In spite of the fact that the number 
of bank suspensions from 1921 to 1929 
inclusive was appalling and that losses 
to depositors were large, these factors 
are dwarfed by comparison with the 
figures for the following three years. 
Had a guaranty fund for member banks 
been started in December, 1929, with 
payments to the depositors of failed 
banks beginning in 1930, the fund 
would have been exhausted before the 
end of the year. This is shown in 


Table 2, which indicates that by the 


Deficiency (end of 1932) $1,109,038,700. 


Deposits of suspended Contributions of sus- 


banks pended banks to fund 
$380,440,000 $5,041,000 
733,528,000 8,386,100 
270,782,000 





end of 1932 there would have been a 
deficiency of more than $1,000,000,000, 
or about 40 per cent. of the paid-in 
capital of existing member banks. 
Obviously such a deficiency could not 
be made up out of further contributions 
by solvent member institutions. Had 
all the banks in the United States been 
included in the guaranty plan, instead 
of member banks only, the deficiency 
would have closely approached $2,000,- 
000,000. 

Up to this point a guaranty fund 
contributed by the banks has been 
assumed. Had the Government guar- 
anteed the deposits of either member 
banks alone, or of all banks, during 
the periods considered, it would have 
been possible to pay the depositors in 
full, since the Government could have 
made use of its taxing and borrowing 
power to raise the necessary funds. 
Such subsidization of weak banks by 
the Government, however, carried out 
on the basis of taxpayers’ money, is so 
monstrous as to be almost unthinkable. 


HOW A BANK GUARANTY LAW COULD BE 
JUSTIFIED 


In answer to the evidence presented, 
it is possible to point out that conditions 
such as those which prevailed in the 
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banking system from 1921 to 1932 are 
not likely to recur. Following the 
nation-wide bank moratorium in March, 
1933, only sound banks were permitted 
to reopen, and it is the announced 
intention of the Administration to per- 
mit no more epidemics of bank failures 
to occur. If this intention is carried 
out, there will be few, if any, bank 
failures in the years to come. Under 
such conditions a deposit guaranty law 
would prove workable. True, and 
under such conditions a deposit guar- 
anty would be unnecessary and uncalled 
for. This dilemma is the rock on which 
the ship of deposit guaranty legislation 
is bound to come to grief. There is 
only one set of conditions under which 
a guaranty law is justified. The party 
responsible for the payment of deposi- 
tors of failed banks, whether the sound 
banks or the Government, must be 
allowed so to regulate the business of 
the banks as to reduce the number of 
failures to a negligible quantity. But, 
once such regulation is effectively intro- 


duced, bank failures cease to be signifi- 
cant and the guaranty is no longer of 
any practical importance. 


539 


A parallel case is suggested by the 
Federal Reserve note. Federal Reserve 
notes, being obligations of the United 
States, are of course guaranteed issues. 
Yet the guaranty is a mere formality 
without significance, since the operations 
of the Federal Reserve banks are so 
regulated as to insure the soundness 
of the notes issued. Deposits in the 
Federal Reserve banks, on the other 
hand, are not guaranteed by the Gov- 
ernment, but are of unquestioned safety. 
There is nothing to choose between the 
safety of Federal Reserve notes and the 
safety of deposits in the Reserve banks. 
Under such circumstances a guaranty 
becomes a matter of indifference. 


IMPROVING THE ASSETS OF THE BANKS 


The first task of the Government in 
reforming the banking system should be 
to insure the soundness and suitability 
of the assets of the banks. If this aim 
is accomplished, guaranty of deposits 
is uncalled for. If it is not accom- 
plished, a guaranty provision would be 
unjustifiable, inequitable and very pos- 
sibly unworkable. 


“If there is to be a guarantee of savings deposits and 


legislation to obliterate state banks and trust companies, de- 
posits in all other banks will be understood as guaranteed by 
the Government. It won't work, but will the depositors 
know? If it happens we may face liquidation. The question 
is, do we wish the same guarantee made to our depositors 
as to depositors in other banks. We may have to join to 
weather the storm. Maybe we won't have to. The legisla- 
tion is permissive. If passed, we must insist that we be 
participants in a fund to which we alone contribute and 
from which we alone can draw.”—Jay Morrison, vice- 
president, Mutual Savings Bank of Washington, Seattle, in 
forum discussion at convention of National Association of 
Mutual Savings Banks. 





Liquidating Slow 


or Frozen Assets 


A Discussion of the Proper Policies and Principles 
to Be Applied 


By WILLIAM K. PAYNE 


is familiar to many of you. The 

examination is over. The bright 
and carefree young men who have been 
littering your directors’ table with ciga- 
rette stubs, adding-machine tapes and 
waste papers have packed their brief 
cases. The chieftain of the force grasps 
your hand in farewell, puts on his most 
superior Comptroller’s-office smile and 
says, “What you've got to do is to 
liquidate your frozen assets; good-bye!” 

The problem of frozen assets is all 
too prevalent in American banks at the 
present time. Its prevalence reveals 
one of the serious defects in the man- 
agement of too many of our banks. Its 
solution merits our most careful study. 
If bank management were a science 
instead of an art, we could doubtless 
discover a formula which could solve 
this problem. But in the art of banking 
there is no formula which can be sub- 
stituted in management for understand- 
ing, courage, experience, sympathy and 
common sense. 

The advice that one should always 
keep his bank’s assets in mobile condi- 
tion, while both sound and timely, does 
not offer much comfort to the bank 
executive who finds his funds largely 
congealed. Yet, it would not seem 
wholly inopportune to call to mind the 
soundness of the policy of complete 
liquidity in commercial banking. It 
furnishes a standard from which one 
may measure the extent of his departure 
from sound practice, and may suggest 
methods of restoring to his assets the 
element of liquidity. 

The old-fashioned commercial banker 
took on deposit the surplus accumula- 


| ET me draw a picture which I think 


From a recent address. 
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tions of temporarily idle capital of his 
customers. He invested them in local 
loans and in commercial paper of 
definite and short maturity and well 
diversified as to risk. He placed beside 
them a sufficient proportion of his own 
funds, kept in fluent condition, to offset 
possible losses or interruptions in the 
return of his customers’ funds which 
he had loaned. As his deposits in- 
creased he kept the proportion of capi- 
tal to deposits ample by adding more 
capital out of earnings or otherwise. 
He avoided the risk of tying up a large 
portion of his capital in building and 
equipment. He kept his expenses at a 
level which allowed the return from his 
loans to produce a sufficient margin of 
income to make the enterprise profitable 
and therefore safe. He considered it his 
prime duty to be prepared for with- 
drawal of deposits whenever they might 
occur. As he did not invest his demand 
deposits in securities maturing in from 
two years all the way up to a century, 
he did not have to worry over the con- 
tinued good management of his bor- 
rowers, or the market for securities 
which might have to be sold before 
maturity. When ‘deposits fell off, he 
had only to curtail new loans or the 
purchase of paper, and the day-by-day 
payments of maturing obligations almost 
automatically replenished his cash re- 
serves. His profits were steady, not 
speculative. 

This old-fashioned banker based his 
loans on knowledge of his borrowers. 
He knew their credit needs and their 
ability ‘to meet their obligations. At 
the time the loan was made the limit 
of its duration was fixed and the funds 
from which the payment was to be 
derived were disclosed. Uncertainty 





ee 
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both as to the ability for repayment 
and as to the time of repayment was 
kept at the minimum. 

Is it exaggeration to say that the 
degree of departure from these prac- 
tices of old-fashioned commercial bank- 
ing bear a close relation to the degree 
of embarrassment in which many banks 
now find themselves because of the 
frigidity of their assets? And does not 
the steady and as rapid as possible 
conversion of our frozen assets into 
short-time, constantly maturing, sound 
loans and bills offer the only sound and 
safe way out of our present difficulties? 

As we go through our portfolio with 
these old-fashioned standards of com- 
parison in mind, many of us are some- 
what overwhelmed with the magnitude 
of our difficulties. I think our first 
task is to realize that we cannot solve 
our problems en masse. Each slow or 
doubtful item constitutes a distinct and 
separate case, with its own peculiar 
conditions and limitations. ‘When our 
mind has grasped this fact and ceased 
to grope for some clever device to raise 
ourselves by our bootstraps, we have 
taken the first, and a very long, step 
in the solution of our difficulties. 

One other thought we should fix 
firmly in our minds before proceeding 
to the specific task of liquidation. We 
should recognize that in many instances 
sacrifices will have to be made on one 
or both sides. On the part of the 
creditors some or all of the interest 
and some or all of the principal will 
have to be charged off, and on the part 
of the debtor some of his usual expendi- 
tures will have to be curtailed, and 
often some of his cherished possessions 
will have to be handed over to his 
creditor. Too long has the country 
as a whole been waiting for time alone 
to cure its troubles. The time has 
come for each one to solve his own 
problems. 


BONDS 


Leaving these general thoughts, let 
us turn our attention to the specific 
classes of indebtedness which are giving 
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us so much concern. Time will not 
permit a discussion of the bond problem. 
In principal it differs little from that 
of our local loans, save that the credi- 
tors of these debtors are many and 
widespread and the individual bond 
holder cannot deal with the problem 
so directly and so explicity as he can 
in the case of the local loans. 


REAL ESTATE LOANS 


It is being said so often and so noisily 
these days that all mortgage loans are 
frozen that we are apt to accept the 
statement as wholly true, if we are 
not on our guard. Undoubtedly much 
real estate is so overburdened with 
mortgages that the situation looks well 
nigh hopeless. But, in some sections of 
the country at least, the defaults in 
interest and in tax payments are com- 
paratively moderate. Many owners are 
well able to meet the carrying charges 
and make substantial payments on the 
principal. Should we adopt the method 
of the Savings and Loan Associations 
and require some of our slow mort- 
gagors to pay their interest and a small 
amount on the principal weekly or 
monthly, I believe we should soon get 
these loans at least out of the doubtful 
class. 

May I suggest in passing that when 
you find yourself well out of your 
difficulties with mortgage loans you stay 
out of them. What justification is there 
in investing funds of a commercial bank 
in mortgages, a predominating char- 
acteristic of which is their long time 
maturity, and for the sale of which 
there exists no wide and active market? 
An important source of strength of the 
Canadian commercial banking system 
is that the investment in real estate 
mortgages is unknown to them. Until 
1913 such investments were prohibited 
by our national banking laws. It was 
a mistake to abandon this safeguard. 

The same propaganda which has 
sought to draw our tears over the plight 
of the real estate holder has been trying 
to convince us that all farmers are 
broke, and that even their short-time 
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loans are uncollectable. Our farmers 
have been going through very hard 
times. Many of them seem to be be- 
yond help, but many others of them 
are in pretty good shape. It begins to 
look as if they will be the first class 
to emerge from the depression. 

An interesting and significant story 
is told by Dan Otis, director of the 
Agricultural Commission of the Ameri- 
can Bankers Association. Last fall, 
while visiting a bank in a small town 
in Texas, he was surprised when the 
banker told him that his farmer bor- 
rowers were paying off their loans to 
a most satisfactory extent. “How are 
they able to?” he asked, “Are they get- 
ting better prices for their crops?” 
“No,” he was told. “They are selling 
their cotton for five cents and their 
wheat for less than fifty cents, but for 
three years the banks, the local Cham- 
ber of Commerce and the agricultural 
college have been teaching the farmers 
to “Live At Home!” “Almost every 
farmer has learned to can and preserve 
enough of his meats, fruits and veg- 
etables to supply his family the year 
around, and his cash income has been 
devoted to paying his debts to his bank 
and to the local merchants.” The re- 
sult was that the whole community, 
predominently agricultural, was enjoy- 
ing a period of reasonable prosperity. 

Many farmers are able to, and many 
farmers are reducing their indebtedness. 
I believe that as long as the rain con- 
tinues to fall, the sun to shine and 
the earth to give forth its fruits, the 
paper of the honest, sober and indus- 
trious farmers of America will continue 
to be among the best assets in the 
bank’s portfolio. The farmer looks to 
the banker for financial guidance. If 
his loans go sour, blame the banker, 
not the farmer. 

When the banker withdrew his de- 
positors’ funds from employment in the 
movement of goods to market and al- 
lowed them to become tied up as a 
part of the capital of a business enter- 
prise, he put himself into a position 
which is the cause of a large part of 
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his embarrassment and difficulty at the 
present time. The embarrassment arises 
because it was his own ignorance or 
poor judgment which created the situa- 
tion in which he now finds himself. 
The difficulty comes from the scarcity 
of money seeking capital investment 
at the present time. 

It is obvious, I think, that capital 
loans should be promptly retired or 
charged off in every bank which aims 
to restore itself to a proper condition 
of liquidity. Upon the maturity of 
such loans the banker has the whip- 
hand, and he should use it wisely but 
unsparingly. The owners of the enter- 
prise should be required to produce 
new capital to replace the borrowed 
money. If this is impossible, sufficient 
of the assets in which the borrowed 
money is invested should be sold or 
mortgaged to repay the lcan. If the 
business is so bad that neither of these 
means can be employed, why not face 
the situation, acknowledge our mistake, 
charge off the loan and cease trying 
to fool ourselves that we have an asset 
which doesn’t exist? 


BUSINESS LOANS 


A large part of your loan portfolio 
is made up, I assume, of the notes of 
producers or distributors of merchan- 
dise, which would be reasonably self- 
liquidating were it not for the fact 
that the borrower has been experiencing 
losses in his business over a considerable 


period of time. These loans were orig: 
inally based on a fair margin of net 
worth, the earning ability of the enter- 
prise and the character and solvency of 
its owners. If the borrower is a cor- 
poration whose liability is limited by 
inadequate net assets, the paper should 
be promptly endorsed or collateral fur- 
nished by responsible directors or stock- 
holders. Their entire fortune should 
be placed between the enterprise and 
the possibility of loss by the creditors. 
The exercise of wise judgment and 
prompt action on the part of the banker 
will make such loans much more pleas 
ant to watch. 
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In the making of such loans, and in 
fact all loans, safe, may I suggest to 
you a study of the usefulness of life 
insurance. In many enterprises success 
is largely predicated on the continued 
supervision of one or more key men. 
The loss of their services would se- 
riously impair your security. The cost 
of insuring their lives to the amount 
of and during the period of your loans 
would be a comparatively small burden 
on the business. 

When the general business loan has 
thus been made reasonably secure, we 
can proceed to the problem of its 
liquidation. The means of accomplish- 
ing this are as varied as the businesses 
of the borrowers. As these loans were 
made generally to finance the business 
turnover, the proceeds of the trans- 
action should, in normal times, be used 
primarily to pay the loan. But when 
the business is continually showing 
losses, it is for the banker to exercise 
his soundest judgment as to what part 
of the proceeds of the transaction 
should be left in the business and what 
part should be devoted to the retire- 
ment of the loan. Let me repeat and 
emphasize: this determination should be 
made by the banker, not by the debtor, 
and should be made for the best inter- 
est, in the long run, of the depositors 
and stockholders, and not for reasons 
of sympathy and friendship for the 
debtor. When a debtor, through loss 
of earnings or otherwise, is unable to 
meet his credit obligations to his bank, 
the banker should take unquestioned 
command of the enterprise and continue 
in control until the credit obligations 
again become normal. 

A specific instance of liquidating a 
seemingly hopeless situation may be sug- 
gestive of the methods available to meet 
some of our problems. A retail dealer 
in ladies’ clothing, whose inventory was 
highly perishable in value by reason 
of the rapid changes in style, became 
so heavily in debt to his-bank and to 
his trade creditors that bankruptcy was 
apparently the inevitable outcome. An 
investigation by the bank disclosed that 
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the debtor had unusual ability in both 
buying and selling. His trouble was 
caused by his inability to resist pur- 
chasing too large a stock of goods, and 
his proneness to branch out into other 
enterprises which tied up his capital 
and took his time and attentions from 
the profit opportunities of his main 
store. A representative of the bank, 
well versed in that line of business, 
made a careful examination of his stock 
and reported that it was well selected 
and up-to-date and purchased at re- 
markably low prices. The trade credi- 
tors were willing to settle their claims 
at 25 per cent. The bank advanced 
the money to pay these creditors, took 
an assignment of their claims, of the 
receivables, the merchandise and the 
favorable lease of the store. It installed 
a bookkeeper who received and de- 
posited all money received, and paid 
the expenses of operation. A contract 


was made with the debtor whereby 
he was allowed to buy only at such 
times and amounts as the bank per- 


mitted. Life insurance was assigned to 
the bank sufficient in amount to secure 
its loans in case of the death of the 
debtor. The total value of the assign- 
ments to the bank was not sufficient to 
secure its loans. The balance was risked 
on the belief in the ability of the debtor 
to make adequate profits, if curtailed 
in his proneness to wander from his 
proper field and relieved from the dis- 
tractions resulting therefrom. It was 
estimated that he could thus be put 
back on his feet in two years. Within 
sixteen months, during most of which 
period his line of business was seriously 
depressed, he had paid off his entire 
indebtedness, and what had appeared 
to be an inevitably large loss to the 
bank had been completely liquidated 
without the loss of a cent of principal 
or interest, together with a reimburse- 
ment of all the bank’s expenses in the 
matter, both. legal and otherwise. 
How pleasant it was to secure the 
good will of our prominent and seem- 
ingly well-to-do citizens before the late 
unpleasantness, by “accommodating” 
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them with our depositors’ money to 
play the stock market, and incidentally 
tax them 6 per cent. for the privilege! 
But what a lot of headache these loans 
have lately been giving us! 

Had a definite understanding been had 
at the time these loans were made as 
to the time at which and the funds, 
other than the proceeds of the specula- 
tion, out of which they were to be paid, 
and had that understanding been lived 
up to, we should now be giving but 
little thought to such loans. If your 
fear of offending these borrowers still 
outweighs your sense of duty to your 
depositors and to your stockholders, 
there is little that I can suggest to aid 
you in the liquidation of these loans. 
But if you have the will to collect, and 
will analyze each situation by itself, I 
think you will find much of this paper 
more valuable than it at first appears. 
Many of those who have suffered severe 
stock losses have still considerable prop- 
erty left. It may be well hidden, but 
a diligent search will often prove very 
profitable. If someone has to give up 
an automobile, a motor boat, a summer 
home, or temporarily abandon his 
summer vacation or his golf club, I 
think your duty is to see that these 
sacrifices are made by your borrowers 
rather than by your stockholders. Many 
of these debtors still have considerable 
income or earning power. If their 
indebtedness is placed on a schedule 
of regular monthly payments of both 
interest and principal, you will see the 
frigidity of these loans disappearing at 
a surprisingly rapid rate. 

In this rather hasty review of some 
of our loan problems I know I have 
not touched on many of the situations 
which you have in your minds. I wish 
it were possible to do so. But I am 
quite certain that a careful study of 
the situation involved in each piece of 
paper in your note portfolio and a 
determination to employ your courage, 
your experience and your best judgment 
in the solution of the problem presented 
will bring to you satisfaction and to the 
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asset side of your ledgers many items 
which would otherwise never appear. 

While I have probably appeared, 
and am, optimistic that many of the 
items of our doubtful paper can, by 
proper attention, be brought back 
among the sound and liquid assets of 
our banks, yet I am not unmindful 
that we have gone to the bottom of a 
tremendous deflation and that serious 
losses cannot be avoided. Let us meet 
them face to face. Whatever loans can- 
not be liquidated with reasonable 
promptness should be promptly charged 
off. It is not good banking, good 
morals or good sense to assert to our- 
selves or to our public that paper 
which can be converted into money 
only in the long distant future, if at 
all, is a banking asset. Charge it off! 
If recovery is ultimately had, it will 
be as welcome then as now. 

If you have run your bank in the 
past as a bank should be run, with 
adequate earnings, and have allowed 
a sufficient proportion of those earnings 
to accumulate as surplus, you will not 
be seriously crippled by charging off 
your bad loans against this accumulated 
surplus. That is what it was accumu- 
lated for. If, on the other hand, you 
have been paying out too much of your 
earnings in dividends and have not 
sufficient surplus to take care of these 
charge-offs, then there is but one thing 
to do. “Thaw out” your back divi- 
dends by making your stockholders re- 
turn some of these dividends in the 
form of new capital. 

Losses are hard to take. They come 
to the best of us. But, if you want 
to balance the ledger against these 
losses, I think you can add to the 
asset side a large amount of experience, 
a satisfaction of courageously meeting 
a difficult situation and making the 
best of it and, most valuable of all, 
a determination never again to deviate 
from the principles and practices which 
brought to the old-fashioned banker the 
confidence, the respect and the honor 
of his community. 


The New Era Is Dead—Long Live 
the New Deal 


By ARTHUR M. LAMPORT 


HE “New Era” is a name which 
was applied by a new, short-lived 
school of economy to that frenzied 
postwar period, which finally met its 
Waterloo at the end of 1929. It was 
characterized by an abundance of plati- 
tudes, dogmas and myths, and produced 
an imposing array of great little men, 
not a few of whom were dishonest and 
who held the world, particularly Amer- 
ica, spellbound. Rugged individualism, 
ruthless industrialism, uncontrolled cap- 
italism, or, as the professors like to 
call it, laissez-faire, was thought to be 
at its zenith. Its rosy complexion was 
but a hectic flush prior to its demise. 


I 
The Deathbed of Laissez-Faire 


When the glorious “New Era” col- 
lapsed, America turned to its leader, 
the great engineer. He immediately re- 
sponded to the call. Persist in your illu- 
sions and you will not be disillusioned. 
Buy shirts and automobiles, if not for 
ready cash, then on the installment plan, 
and you will see the stock market, the 
unfailing barometer, the American 
Oracle of Delphi, reveal the desired 
signs in terms of more. frenzied quota- 
tions, and prosperity will keep marching 
on. “Do not sell America short!” Those 
who did sell became immensely wealthy. 

And so, we, the people, swallowed 
the nostrums prescribed and solemnly 
listened to the incantations. We took 
the “shot.” How nice it was momen- 
tarily! The market actually went up 
in the spring of 1930 and then again in 
1931. But every time we woke up we 
found more unemployment, greater 
necessity for relief, lower commodity 
prices, more “smokeless smokestacks,” 
banks crumpling up like houses of cards, 
railroad trains almost empty and “The 


American Standard of Living’—the 
proud boast of several administrations 
—the subject of international gibe. But 
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the patient was reassured by his physi- 
cian, a specialist; and after taking a few 
more “shots” decided to call a new 
economic doctor. 

The new doctor had been observing 
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his patient’s ailments -for some time and 
had availed himself of the best scholarly 
advice obtainable on matters economic. 
He did not shun the teachings of those 
who were guilty of being foreigners. 
With his preponderantly American staff, 
he proceeded without delay to diagnose 
his patient on modern lines. 


II 


Diagnosis 


He found: 

1. The patient suffering from no 
temporary ailment or cycle into which 
he had muddled, and from which, as be- 
fore, he would muddle out. The patient 
was living on an old laissez-faire schedule, 
splendid when there was an unlimited 
frontier—a “covered wagon” and a 
“West” to which his son could go. 

2. Some of the best of young Amer- 
ican blood were roaming on the high- 
ways, unwilling to burden the im- 
poverished home with another mouth 
to feed. 


3. Unsightly lopsidedness in wage 
scales—employes of government, like 


the heads of some life insurance 
companies, receiving wages even higher 
than they received in 1929, while the 
great mass of our wage earners were 
receiving either very thin pay envelopes 
or none at all, despite their sincere ef- 
forts in seeking employment. 

4. Agriculture, still the cornerstone 
of the prosperity of our country, thor- 
oughly disheartened. Instead of the 
narcotics administered to it by preceding 
administrations, the farmer demanded 
real medicine in the shape of higher 
prices for the fruit of his labor, and 
stoutly refused to meet overburdensome 
taxes and debts until there should be an 
equitization between the price of com- 
modities produced and the overhead 
moneys demanded. 

5. Home owners threatened with the 
loss of their homes; widows and orphans 
daily welcomed with another default 
thinning their savings; the honest middle- 
man turning his all over to the sheriff; 
stock market gamblers jumping through 
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windows, forgetting their parachutes; 
nearly one-half the banks of the country 
with signs on their doors, “Closed for 
Repairs’; our foreign trade dwindling, 
Some of our patriotic corporations have 
practically ceased to export goods labored 
upon by American workingmen. They 
have exported entire plants to foreign 
countries; over ten times as many such 
transplanted plants now exist as where 
in operation in 1917. 

6. And, in the midst of all this, 
many of. our legislators, called upon to 
exercise the best of judgment upon 
most serious economic problems, were 
equipped with only a smattering of the 
teachings of technologists, technocrats, 
economic medicine men and the like. 
The lawmaker heard such expressions 
as Equitization — Laissez-Faire — Isola- 
tion — Devaluation — Inflation — Re- 
flation — all loudly pronounced over the 
radio and whispered by a myriad of 
lobbyists, and thus, it seems, his views 
were formed. The result was chaos. 
Orators in and out of Congress extem- 
poraneously demanded payment of the 
war debts due to the U. S. A. by for- 
eign nations. That our debtors did not 
have the gold with which to pay they 
universally admitted. To accept goods 
and services in lieu of gold they pro- 
nounced to be unthinkable, and the only 
other possible means of payment, cession 
of territory—well, certainly we do not 
want that. 

7. The people were weary of their 
representatives in our democratic mech- 
anism. They began to distrust their 
spokesmen and leaders,’ particularly -in 
the fields of finance and government. It 
was as loudly whispered then that 
Washington was run by Wall Street as 
it is now proclaimed that Wall Street 
is run by Washington. The futility of 
having too many representatives whom 
the people could not trust resulted in a 
national cry for one whom they wanted 


to trust. 


In short, the doctor found the heralded 
“New Era” of 1922-1930 was nothing 
but the deathbed of the old laissez-faire, 
hopeless and beyond cure. On its debris 
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How 


we must build something new. 
about the “New Deal”? 


III 
Therapy—The Birth of the New Deal 


The feudal barons of the middle ages 
had given way to the local bosses in our 
industrial democracy, with a myriad of 
legislators representing as many selfish 
interests. It is hardly possible for a 
President to do anything for the whole 
people unless power be concentrated in 
his hands to overcome the greedy de- 
mands of every Middletown in the coun- 
try at the expense of the whole country. 
“We need a leader,” the whole country 
cried, “a leader whom we can trust.” 
Now is your chance, Mr. Roosevelt! 
Lead the unemployed back to jobs; re- 
assure the farmer of the possession of 
his farm; hold down tight the roof over 
the head of the home owner; readjust 
the obligations of the railroads, so that 
they shall continue to carry the blood- 
stream of commerce so vital to the life 
of our country; revitalize foreign trade; 
re-establish amity between other nations 
and ourselves through a sane settlement 
of the foreign debt problem; break: down 
the chauvinistic tariff walls that have 
been built around ourselves, and which, 
in retaliation, other nations have built 
around themselves; reopen banks and 
factories and keep our schools open; see 
that the stranded many shall be alleviated 
from dire want, and thus enable the few 
to still remain safe with the remnant of 
their savings; if necessary, perform dras- 
tic operations. We are in your hands. 
You are our Dictator. 


DICTATOR—DICTATE! 


If you are hampered by die-hards, by 
reactionaries, who always insist upon 
preserving an established evil in our 
midst, remember that when the progres- 
sive has driven the evil out, even the 
reactionary hails him as a champion. 
They hold their hands up in horror at 
the first sight of the fruits of real 
progress, and afterwards become its 
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strongest defenders. The rebel of yes- 
terday, if successful, becomes the patriot 
of today. If you have to change our 
commercial banking system and con- 
centrate it into fewer and trustworthy 
hands, do not hesitate. Spank some of 
our investment bankers, who in the hectic 
“New Era” financially humbled so many 
of our citizens. By all means, help the 
farmer, for he is the cornerstone of 
prosperity. Change the relationship be- 
tween the employer and employe—be- 
tween capital and labor. Rekindle the 
fires under the smokestacks of our in- 
dustries. Do not be afraid of the hack- 
neyed phrases that reactionaries will 
alarmingly apply to your methods. Some 
die-hards do not even now realize that 
our Government is no longer to be 
utilized for the protection of the few to 
the detriment of the life, liberty, happi- 
ness of the many. 

Do not be deterred by the fright 
shown by some American Bourbons when 
the word “Russia” is uttered. If you 
believe, as many liberal, well-meaning 
Americans do, that the present Russian 
government is entitled to recognition— 
recognize it. It has been “in business” 
for over fifteen years. Other govern- 
ments have existed only fifteen hours 
before we recognized them. The argu- 
ments advanced by the opponents of 
Russian recognition to their respective 
Rotary Clubs and Chambers of Com- 
merce for appropriate resolutions calling 
upon you not to recognize Soviet Russia 
can easily be dissipated by evidencing 
the benefits that should accrue to our 
people by a speedy recognition of Russia. 

The strong point of the haters of 
Russia, that the Soviet shoots at sunrise 
grafters in public life, can be adopted in 
a slightly milder form in the U. S. A. 
The people then would be relieved from 
the nefarious work performed by some 
of their “servants” in broad daylight. 

There are “Princes of Industry” who 
will attempt to translate what you are 
trying to do for our whole people into a 
glorious opportunity to enrich their own 
selfish selves. You have the power, Mr. 
President, to teach them that the “New 
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Deal” is meant for all and not for the 
few only. 


EXPERIMENT CAUTIOUSLY 


Your patient, Mr. President, is very 
sick, and you are justified in applying 
drastic remedies. Surround yourself with 
the best brains that you can find. Do 
not mind if they be called a. “brain 
trust.” Do not fail to give. considera- 
tion to the new in economic science, but 
do not overlook the fact that experiments 
are not always successful and sometimes 
there is no way back. Therefore do not 
disregard the warnings of the old pro- 
gressive who is rich in experience. Do 
not entirely yield to the urgings of bold, 
brilliant youth, lacking both in academic 
and postgraduate degree from the uni- 
versity of the world. By all means sur- 
round yourself with scholars who are 
idealistic and unselfish, devoted to the 
interests of the many; but complement 
them with a faculty of men, men who 
have known the hard knocks of life. 

Adversity is a great teacher. Our 
people have learned much in their pres- 
ent troubles. They will help you to 
overcome the resistance of the die-hards. 
Do not be impatient. A real “New 
Era” cannot be safely built in too short 
a time, and, above all, when in your ex- 
perience you find, as you will inevitably 
find, that a mistake has been made, has- 
ten to retract and boldly and frankly 
admit of your error. Do not endeavor 
to swiftly deprive the “have-gots” of 
their possessions for the benefit of the 
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“have-nots.” The men surrounding you 
will testify that the general standard of 
living will not be much enhanched thus, 
and that only for a very short time. 


IV 
A New Democracy 


Those who would like to destroy our 
democracy altogether gloatingly argue 
that such destruction will be accom- 
plished by revolution, because the gov- 
erning class—that is, those who have— 
will make no concessions to the “have- 
nots.” History will repeat itself, they 
say. They are mistaken. You have, 
Mr. President, seen sufficient evidence 
that there exist real, intelligent leaders, 
who will help you to convince public 
opinion that the old cannot go on and 
that it must compromise and help to 
establish the modified new—that the 
“Forgotten Man’ is not altogether for- 
gotten. The “New Deal” is meant for 
him also. “Business is good” will mean 
not only for the owner of the busi- 
ness but for all those who are laboring 
in the business. Prosperity will mean 
prosperity of the many as well as of the 
few Humanity cannot forget the men 
who liberated it from the yoke of kings 
—humanity will not forget if you suc- 
ceed in liberating it from the sufferings 
of an unplanned, chaotic economic sys- 
tem, which continually finds itself in- 
flicting sufferings upon the people. Then 
the “New Deal” will be the beginning 
of a true “New Era” for the whole 
world. 





The Air Express 


Its Service to Bankers and Merchants 


By J. H. BuTLer 
General Manager, Railway Express Agency, Inc. 


EW air-express schedules put into 
N effect currently between San 

Francisco, Seattle, Los Angeles 
and other Pacific Coast points and New 
York, and between Salt Lake City, Den- 
ver, Omaha, Chicago and other inter- 
mediate points and New York are oper- 
ating to lower still farther the “float” 
period of check transactions between the 
principal banking centers. 


GREAT SAVING TO BANKS 


At the beginning of the current year 
the financial institutions of the nation 
were realizing a saving conservatively 
estimated at $4098 per million dollars 
per year in deposit and collection check 
clearances. This was made possible by 
twenty-seven to thirty-one hours’ flight 
time on the coast-to-coast route and 
seven hours’ on the Chicago-New York 


(Photo by Plummer) 


run, which effected savings of from one 
to three days in clearance under clearing- 
house regulations and a resulting cut- 
down in float and interest charges. 

With the coast-to-coast schedule now 
speeded up to eighteen hours, the Chi- 
cago-New York run brought down to 
five hours and intermediate movement 
correspondingly reduced, the resulting 
economies in even greater degree must 
be immediately registered by the bank- 
ing community throughout the nation. 

Even Dallas, Tex., is now brought 
within twelve banking hours of New 
York; Kansas City within seven and one- 
half hours; St. Paul and Minneapolis 
within nine hours; Fargo, N. D., within 
thirteen and one-half hours, and Billings, 
Mont., within nineteen hours. 

These remarkable savings in transit 
time are operative not only as between 
airports over the Railway Express 
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Messenger delivering air-express shipment of checks at Cedar street entrance to 
Chase National Bank, New York, in Railway Express Agency Air-Service. 
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Record air-express shipment for “post-Easter sale” being unloaded from Boeing 
express-plane at Chicago on arrival from New York. 


Agency Air Division routes, comprising 
more than 12,000 miles, but apply 
equally to and from points beyond the 
air lines of that system that are reached 
by its rail connections, which total a 
quarter of a million miles. 

The recent rate reductions in air- 
express movement, likewise applying to 
air-and-rail express operation, are de- 
veloping still greater economies in the 
shipment, not only of checks, but of 
other classes of bank paper. 

The newest air-express and air-and- 
rail express rate schedules effect reduc- 
tions-of from 15 to 30 per cent. Frac- 
tional weights of three ounces or less are 
disregarded, under the provisions of the 
revised tariff, while weights of four to 
twelve ounces, inclusive, are treated as 
one-half pound, and those over twelve 
ounces as a full pound. 

Yet another factor in the economy of 
air-express and air-and-rail express ship- 
ment is the new reduction in c. o. d. 


collection rates. By this means a bank- 
ing facility, for many years an integral 
feature of rail-express service, permits 
of the forwarding of an air-express con- 
signment with c. o. d. attached. 

In the opinion of the manager of a 
mid-town branch of one of the leading 
New York banks, the recently reduced 
charges for the collection of bills of 
lading sent c.o.d. by express presents 
an ideal medium for the larger trans- 
actions in the garment trade and in 
many other standard commodities, such 
as machinery, electrical goods, motor 
hardware, chemicals, drugs and flowers. 

The bills of lading for shipments sent 
by freight may be forwarded by air- 
express or rail-express, c.o.d. for such 
amount as the shipper desires to collect 
from consignee on delivery of the goods. 
The collection is made by the express 
company and the bill of lading turned 
over to the consignee to enable him to 
get his goods on. arrival by freight. 
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The amount collected is promptly re- 
mitted by check to the shipper. 


AIR-AND-RAIL EXPRESS SERVICE 


Air-express shipment automatically 
comprehends prompt pick-up at point of 
origin and immediate delivery at des- 
tination in all sizable communities and 
within designated limits. It is by no 
means confined to air-transport routes 
over which the REA air-express service 
operates, but may extend from a point 
several hundred miles off a given air- 
route to the nearest airport, thence by 
airline to the nearest airport to final 
destination and, again, thence by rail 
connection for the remainder of the 
distance. 

A special personnel and special fast, 
light motor-vehicle equipment generally 
are employed for these purposes, but 
they, in turn, draw upon the scores of 
years of experience and the perfected or- 


ganization that have distinguished the 
land operations of the REA as well as 
upon its mighty physical resources and 
its thorough mobility. 

All classes of motor-vehicle equipment 
are employed in New York, Chicago 
and other larger banking centers, due to 
the great and constantly increasing vol- 
ume of bank paper picked up and de- 
livered in air-express and air-and-rail ex- 
press trafic into and out of those cities. 

Naturally a huge volume of business 
arrives in New York by the United Air 
Lines express planes landing at the 
Newark Airport from the West, South- 
west and Northwest at 4.36 a. m. and 
7.32 a.m. Shipments incoming by these 
planes, as well as those by the four or 
five later arrivals of each day, are im- 
mediately rushed to downtown New 
York, less than ten miles distant. 

Except in the case of several of the 
larger metropolitan banks that maintain 
open receiving departments at all hours 


Railway Express Agency trucks and messengers starting out from air-express termi- 
nal, New York, with bank shipments incoming by morning express-plane arrivals 
at Newark Airport. 
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Night-flying facilitates the transit by air of bank paper: floodlights and searchlights 
illuminate the airports for Railway Express Agency express-planes. 


of the day and night, the shipments ar- 
riving by the first plane have to await 
the opening of banking hours, while 
those received by the plane landing at 
7.32 are invariably on hand at the des- 
tination banks within from one to two 
hours of the clearing-house “dead- line” 
for check clearance. 

A similar system prevails in Chicago, 
where the express planes from the East 
land at 4.17 a. m. and 7 a. m.; from the 
West at 8 a. m.; from the South at 6.30 
a. m., and from the Northwest at 11.15 
p. m. , 


AS A CARRIER OF MERCHANDISE 


Few people outside the aviation in- 
dustry heretofore thought of the airplane 
in the role of a carrier of merchandise. 
As a matter of fact, all-air express is now 
a constant and dependable feature of 
air transport. Not only is there an ad- 
mirably maintained express service be- 
tween the principal airports of the coun- 
try, but the demand of modern business 


for fast, yet reliable, express service ap- 
parently has been found in the co- 
ordination of air, rail and motor-truck 
equipment. For good measure, even 
river and lake and coastwise steamers fit 
into the network, where necessary to 
complete the routing of shipments. 

The infinite possibilities of the air- 
express as a medium for modern mer- 
chandising and commerce were strikingly 
emphasized in a record shipment dis- 
patched in Railway Express Agency Air- 
Service late in April from New York, 
through the Newark Airport. This con- 
sisted of a 1502-pound lot of ready-to- 
wear women’s dresses and coats—sufh- 
cient to stock a good-sized retail dress 
shop—which was shipped from the New 
York warehouses of Marshall Field & 
Company to the great department store 
of that name in Chicago. 

A special corps of buyers and artists 
traveled to New York from Chicago for 
the Easter style display on Park avenue 
and Fifth avenue in that city. As a 
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particular model appeared the designer 
was promptly identified, rush orders were 
placed for quantities of the gown or 
coat and these were obtained at very 
substantial reductions in price for a 
“post-Easter sale” arranged by the Chi- 
cago store for the following Thursday 
morning. 

While the stock was being finished 
and prepared for shipment the artists 
hurried through drawings and sketches 
for the Chicago newspaper advertising 
and those went forward with the big 
consignment. This occupied virtually 
every available inch of cargo space of 
the new Boeing all-metal, multi-motored 
express plane which made the run be- 
tween the two cities in record time. 

While it is unlikely, of course, that 
banking facilities would enter, in more 
than routine operation, into a shipping 
transaction between two departments of 
a single mercantile house, it may be seen 
that a shipment of this nature, if made 
as between a manufacturing house and 
an independent retailer situated in an- 


other city, would afford extraordinary 
opportunities for banking aid as a sup- 
plement to super-swift transportation. 


EXTENSIVE CHARACTER OF THE SERVICE 


The air-transport lines embraced in 
the Railway Express Agency System in- 
clude the United Air Lines coast-to- 
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coast operation between Newark, N. J., 
and San Francisco, Portland, Ore., and 
Seattle, with scheduled movement, also, 
between Chicago, Kansas City, Okla- 
homa City, Tulsa, Fort Worth and 
Dallas, Tex.; between Omaha, Sioux 
City, Ia., Sioux Falls and Watertown, 
S. D.; between Omaha and St. Joseph 
and Kansas City, Mo., and between Salt 
Lake City, Boise, Pasco, Portland, Ta- 
coma and Seattle and Spokane, Wash.; 
the Northwest Airways, Inc., operating 
out of Chicago to Milwaukee, Madison 
and Green Bay, Wis., Rochester, St. 
Paul, Minneapolis and Duluth, Minn., 
Bismarck and Fargo, N. D., and Billings, 
Mont., and Pembina, N. D., and to 
Winnipeg; the Kohler Aviation Corpo- 
ration from Milwaukee across Lake 
Michigan to Muskegon, Grand Rapids, 
Lansing and Detroit, Mich.; the Rapid 
Air Transport from Omaha to St. Joseph, 
Kansas City and St. Louis; the Western 
Air Express from Cheyenne, Wyo., to 
Denver, Pueblo, Albuquerque, Santa Fe, 
Amarillo and El Paso, Tex., and from 
Salt Lake City to Las Vegas, Nev., and 
Los Angeles; and the National Parks 
Airways from Salt Lake City to Ogden, 
Pocatello, Butte, Helena and Great 
Falls, Mont. The REA system like- 
wise operates over the United Air Lines’ 
Pacific Coast route between San Diego, 
Los Angeles, Sacramento, San Francisco 
and the Puget Sound airports. 


“More and more monetary experience has demonstrated that 


the true use of gold in the modern world is to serve as a medium 
of international payment when the exchanges or international 
balances are adverse. If the international gold standard is to be 
reconstituted, as it must be, practice should take account of this 
lesson, and the central banks should combat any conception that 
gold is properly employable as a store of wealth or that its primary 
object is to assure internal convertibility of notes so that all who 
will may hoard gold coin on demand, to the detriment of the 
public good and of the general economic welfare.”"—Gates W. 
McGarragh, retiring president of the Bank for International 
Settlements. 





Bonds, Mortgages, Equipment 


Some Administration Problems Under Corporate Trusteeship 


By W. G. LITTLETON 


HE business begins _ with inter- 
views between the trust company 
which is to act as trustee under 
the corporate fiduciary agreement, mort- 
gage, equipment trust document or 
whatever other paper is necessary to 
effectuate the business in hand, and the 
officers of the debtor corporation, to- 
gether with the bankers floating the 
bond issue and their counsel. 


An article discussing: 
1. Issue of bonds 


corrected, in the hands of counsel. Then, 
suddenly, without warning, some day 
when he is at his busiest, he is notified 
that by ten o'clock the next day all docu- 
ments must be executed and the settle- 
ments made which are called for by the 
instrument evidencing the trust. Upon 
arrival at the office of counsel or of the 
bankers who are financing the proposi- 
tion, the documents are all signed, 


2. Preparation of trust documents 


3. Release of real estate 


4. Reports of condition of property 
5. Choice of registrar and paying agent 
6. Bogus bids to sinking funds 


and many other subjects of deep concern to the corporation 


acting as trustee. 


At once there arises the question as 
to whether the trustee shall have the 
same counsel as the committee of bank- 
ers and/or the debtor corporation. This 
point having been settled, counsel start 
to prepare the papers. When these 
have reached the condition of a first 
draft in the shape of galley proof from 
the printers, they are sometimes sent 
in this form to the trustee and the trust 
oficer, who may receive them late in 
the afternoon, with strong intimation 
from counsel that they must be back in 
their hands by ten o'clock the next 
morning. They proceed to read them. 
This work must be done very carefully. 

Bright and early the next morning, 
the trust officer has the papers, fully 


From a recent address. 
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checks are exchanged and the matter has 
become an active trust. 


ISSUE OF A TEMPORARY BOND 


There is generally issued at this time 
one temporary bond for the _ total 
amount of the issue. Some weeks later 
the trust officer is notified that the defi- 
nite bonds are ready, and another trip 
is made, this time to the office of the 
signature company, where the issue is 
signed in a very short time. The 
mechanical instruments at this office 
have been designed to meet all emergen- 
cies, although to one who has never 
used signing machines there is some diffi- 
culty in handling them. 

After the bonds are signed, they are 
counted by the representatives of the 





THE BANKERS MAGAZINE 


signature company and the force of the 
trust company controller, the latter usu- 
ally being present with the trust officer. 
As the bonds have already been signed 
by the officers of the corporation for 
whose benefit the trust has been made, 
they are ready for issue immediately 
upon the trustee’s signing the certificates 
on the back, and they may be delivered 
to the bankers holding the temporary 
bond. Final delivery is then made to 
those holding the bankers’ interim re- 
ceipts. It may be, however, that the 
company acting as trustee will also be 
employed as registrar and transfer agent, 
and in that case some of the bonds may 
be handed back to the company for 
registration. They are then registered 
in the names of the legal owners thereof 
and issued to them without further de- 
lay. In many instances, however, the 


bonds are issued in pure coupon form 
and are not registered. 

In cases where the management de- 
sires to have the bonds listed on the 
New York Stock Exchange, the original 


issue is not one temporary bond, but a 
number of them, usually in denomina- 
tions of $500 or $1000. This, of course, 
means that the mechanical work is in- 
creased because of the distribution of 
the temporary bonds in some number. 
In other respects, however, the issue of 
the temporary certificates simply pre- 
cedes that of the definite bonds by going 
through the same process as has been 
described above, duplicating the work 
so far as that’ part of the business is con- 
cerned, and requiring that the exchange 
for definite bonds be made by the trus- 
tee and not by the bankers. 


STEPS TO BE TAKEN BY TRUSTEE 


Having described the mechanical 
measures which are used for the physical 
issue of the bonds, we will now con- 
sider the work that has to be done by 
the trustee pending the actual comple- 
tion of the settlement: 

The trustee must under no circum- 
stances have any hand in drafting the 
trust instrument. It is very necessary, 
however, that the trust officer should 
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carefully go over the form of the docu- 
ment with counsel, after it is completed, 
so that there will be nothing required by 
it which -from a business standpoint will 
not be easily workable. For instance, it 
might very well be that the provisions 
of the instrument creating the trust 
would require the issuance of one note, 
on account of which payments would 
be made at frequent intervals over a 
period of years, this necessitating en- 
dorsements on the note by the trustee. 
This would present a mechanical difh- 
culty, inasmuch as the trustee in his ac- 
counting methods must have the can- 
celled obligation to evidence payment on 
account of the principal of the trust. 
Anything else would lead to difficulties 
in the work of the controlling and audi- 
torial department, which has the respon- 
sibility for a check-up of the work of 
the trustee. 

Counsel might also insert in the 
covenants of the mortgage certain con- 
tracts between the trustee and the mort- 
gagor corporation as to compensation or 
allowance of interest at specified rates 
on sinking fund or release moneys. Dur- 
ing the life of the trust, however, this 
might operate to the disadvantage of the 
trustee, unless these provisions were in- 
serted in a most general way, instead of 
naming specifically the interest and/or 
what might be at that time thought to 
be the compensatory rates. 


EXAMINATION OF TITLE TO PROPERTY 

The trustee should likewise be noti- 
fied that counsel has taken every needed 
step in the matter of the examination 
of the title to the property mortgaged 
or otherwise pledged, and at the settle- 
ment there should accompany the other 
papers an opinion showing the position 
of the lien of the mortgage to be in 
strict accordance with the terms under 
which the bonds secured thereby are 
issued to the public. While the trustee 
does not have the responsibility for the 
proper position of the lien of the mort- 
gage, yet it is his duty to see that the 
proper papers, over the signature of 
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counsel, are produced, showing what 
that lien is. 


MODERN TRUST DOCUMENTS 


In the preparation of the trust docu- 
ment, there are some mechanical fea- 
tures the importance of which the trustee 
may realize even more than does the 
counsel who is engaged in drawing the 
papers. The older corporate indentures 
were simpler in construction than the 
modern instrument now in use, and, to 
one accustomed to the latter, doubt 
sometimes arises as to the duties and re- 
sponsibilities of the trustee under the 
old form, due to the absence of that 
specific enumeration of duties and re- 
sponsibilities which the modern docu- 
ment has. The latter is generally di- 
vided into chapters, each covenanting 
what is to be done either by the cor- 
poration that is being financed, or by 
the trustee. In fact, most of the present 
day instruments have a full chapter en- 
titled “of the Trustee,” setting forth 
specifically his duties, what his actions 
must be under certain circumstances, 
and wherein he is not to be held liable 
for failures in the covenants undertaken 
by the corporation being financed. The 
document as now drawn covers almost 
every conceivable question that is apt 
to arise during the life of the trust, and, 
in order that these various duties, 
powers and _ responsibilities may be 
quickly found in the instrument, which 
is sometimes as large as a printed book, 
counsel often prepare a rather elaborate 
index. This enables those interested in 
a particular transaction to find without 
delay the various provisions of the trust 
indenture referring to it, and it also 
furnishes a ready reference which is 
helpful to all who have occasion to deal 
with the subject matter of the trust. 


THE “AFTER-ACQUIRED PROPERTY 
CLAUSE” 


After the management of the trust 
has been fully started, one of the first 
questions to come before the trustee is 
as to the release of property covered by 
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the indenture. The clauses in the in- 
strument usually provide for this very 
fully, and in many cases require that, if 
real estate be released, there shall be 
conveyed to the trustee other real estate 
in place of the released property. Some- 
times, however, there is a_ general 
omnium gatherum clause which pro- 
fesses to bring within the scope of the 
indenture all after-acquired real estate, 
without any further transfer to the 
trustee. A Pennsylvania conveyancer 
running across this provision for the 
first time receives a shock, because 
he has always hitherto been taught 
to believe that real estate must be 
specifically conveyed in order to make 
it subject to an agreement already in 
existence, which has been executed, de- 
livered and recorded. The idea that 
after-acquired real estate may be sub- 
ject to the lien of such an indenture 
without further conveyancing is abhor- 
rent to him, and yet there are very few 
such instruments being drawn at the 
present. time that do not contain this 
“after-acquired property clause,” as it 
is called. It is one of the difficulties 
that must be surmounted, and, where 
the corporate indenture affects property 
in other states, counsel must be ex- 
tremely careful in passing upon a ques’ 
tion such as this, because of the differ- 
ences that may exist in the local laws of 
the various states. At any rate, either 
the after-acquired property clause must 
be used, or we must have a clause re- 
quiring further conveyancing. 

Where such release’ are made, in 
order that the property securing the 
issue of bonds may be kept at full value, 
it may be that the consideration for the 
release will be property other than real 
estate, which will be given to the trustee 
to compensate for the property released. 
The clauses dealing with this phase of 
the subject may provide for investment 
of the proceeds in improvements and 
betterments to the remainder of the 
property not released. Frequently the 
older mortgage indentures will deal with 
this so generally that it will not be evi- 
dent whether such improvements shall 
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be those made subsequently to the date 
of the release, contemporaneously with 
it or already existing on the property 
before the release. 


RELEASE OF REAL ESTATE 


It is sometimes argued by corpora- 
tions desiring the release of real estate 
for proper purposes that they have spent 
more money upon the property than 
they were required to expend by the 
terms of the instrument creating the 
trust, that they have put permanent im- 
provements upon the property and that 
while it is true that these have been in 
existence before the releases asked for, 
yet—and this argument has much force 
—had the release been asked for at the 
time the improvement was made, it 
would have been granted by the trustee 
as a matter of course. 

The trustee in all cases relating to the 
release of property, unless the question 
is one that is clear beyond any doubt, 
should have the advice of competent 
counsel, for it may very well be that the 
property to be released may be in one 
state and the situs of the replacing prop- 
erty in another. The local laws relat- 
ing to the management of corporations 
and trust property in the two jurisdic- 
tions should also be carefully examined 
to see that there be no pitfall into which 
the trustee might blunder. 


CONDITION OF THE MORTGAGED 
PROPERTY 


In the management of the trust, the 
ordinary administration questions aris- 
ing are usually simpler than those that 
come into existence after there has been 
some failure or default on the part of 
the corporation being financed and as- 
suming its covenanted duties under the 
instrument. Nevertheless, problems do 
arise in spite of the most carefully 
drawn clauses by skillful counsel. One 
of them is this: How far should the 
trustee go beyond his absolutely legal 
duties of administration in getting re- 
ports on the condition of the mortgaged 
property? Should he make an effort to 


see that what may be called. the collat- 
eral for the bonds remains in the same 
100 per cent. condition in which it was 
on the day the bonds were issued? It 
is true that many clauses are placed in 
the instrument for the protection of the 
trustee, and that in the absence of a 
specific request on the part of a certain 
percentage of the bondholders, together 
with indemnity against costs and other 
expenses, he need not do certain things, 
but should he consider that he has an 
obligation to see that his trustee’s cer- 
tificate upon the bond means more than 
that the bond is simply one of a stated 
issue and was executed under the terms 
of a certain indenture? 

Where the instrument in question is 
an equipment trust agreement, how far 
should the trustee go in obtaining in- 
ventories showing the condition of the 
equipment, other than the formal state- 
ments which he receives from the rail- 
road company, the lessee under the 
terms of such an agreement? Is he 
bound to have the cars, locomotives and 
other railroad equipment covered by the 
terms of the agreement examined by his 
own agents, or is it better for the secu- 
rity of the equipment trust certificate 
holders for the trustee to rely only upon 
the reports of men skilled in the han- 
dling of rolling stock, such as division 
superintendents and other agents ap- 
pointed under the terms of the contract 
by the trustee, such agents, under the 
terms of the equipment trust agreement, 
being in most cases employes of ‘the rail- 
road leasing and running the cars? 


DELIVERY OF EQUIPMENT 


The delivery of the equipment as it 
comes from the car builders, to the rail- 
road company lessee, must necessarily be 
accompanied by a theoretical delivery to 
the trustee contemporaneously with or 
immediately prior to the actual physical 
delivery to the railroad. This is accom- 
plished by having the railroad company 
employe who has the actual physical 
care of the equipment when it is first 
delivered to the railroad company con- 
stituted the theoretical agent of the 
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trustee for acceptance of the equipment 
by the trustee under the terms of the 
agreement. 

I well remember, in the case of the 
original Philadelphia Rapid Transit 
Company equipment trusts in Phila- 
delphia, that the trust company which 
was trustee had its own employe pres- 
ent as its agent when the big green cars 
were delivered to the designated car barn 
or site, as the case happened to be. This 
agent very carefully noted the individu- 
ality of each car so delivered, saw to it 
that the markings called for by the 
equipment trust agreement had been put 
upon the vehicle and ascertained that 
the required number of such cars were 
on the spot before he left the car barn. 
This necessitated day and night work. 
Query: Is it necessary to do this in 
every case? What is the advantage to 


the equipment trust certificate holder if 
the trustee’s own men receive and count 
the cars and then turn them over to the 
railroad company, rather than, as is 
done at present, have the trustee merely 


receive a notification from his theoretical 
agent that the cars were delivered to him 
as such agent, and then received by him, 
from himself, in his more permanent 
capacity as agent of the railroad com- 
pany? In either case, the car builder is 
actually the one whose work is being 


checked. 


PHILADELPHIA PLAN OF CERTIFICATES 


In the matter of equipment trust cer- 
tificates, the favorite method of issuing 
these has recently been under what is 
known as the Philadelphia Plan. This 
is based upon the theory that the equip- 
ment trust certificates are not bonds in 
any sense, but are certificates of owner- 
ship in the title to certain railroad equip- 
ment that may be the subject of the 
agreement, and that upon payment in 
full of the rentals required by such 
agreement, the title passes without 
further ado to the railroad company, 
which has so paid in full the rentals re- 
quired. If, however, the latter company 
has secured advances of money from 
the Reconstruction Finance Corporation 
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with which to pay maturing equipment 
trust certificates, what will be the posi- 
tion of the trustee in regard to the re- 
quirements of that organization that the 
certificates be kept alive and the Recon- 
struction Finance Corporation subro- 
gated to the rights of the equipment 
trust certificate holders, the latter having 
had their interest in the Philadelphia 
Plan partnership fully liquidated? The 
future will have to answer this question 
completely, because the theory of the 
Philadelphia Plan is such that when the 
rentals have all been paid in accordance 
with the requirements of the agreement, 
there is no further title to the equip- 
ment which can be kept existing for the 
benefit of the Reconstruction Finance 
Corporation, for_it has passed in full to 
the railroad company. 

There are many details which require 
care in the physical handling of the 
bonds during the existence of a trust. 
These may be taken care of entirely 
separately from the administration of 
the general trust, and may relate to the 
minutie of the registration of trans- 
ferred bonds, the paying of principal 
and interest of the bonds, the receipt of 
ownership certificates by the paying 
agent and the collection of the stamp 
tax now in effect upon transfers. 


REGISTRAR AND PAYING AGENT 


Careful provision should be made in 
the trust indenture with regard to the 
duties and responsibilities of the regis- 
trar and paying agent. In the opinion 
of the writer, these offices, in all trusts 
such as we have been considering, unless 
they are of very great size, should be 
held by the trustee under the instrument 
creating the trust. Matters will be very 
much better managed if these duties are 
taken care of under the same roof as the 
general administration of the trust, for 
as questions arise they can be settled 
without long correspondence, and, by 
reason of the familiarity of the clerical 
force of the trustee with the facts sur- 
rounding the trust, there will be less 
likelihood of error. As a practical mat- 
ter, therefore, it is better to have this 
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work done by the company acting as 
trustee, rather than to have the trustee 
at one place, the registrar at another 
and the paying agent still some other 
company, for everything can be settled 
much more conveniently and with 
greater dispatch, if the same company 
acts in all three capacities. 

The objections to this method can be 
only theoretical and are based upon the 
facilities for making an audit more inde- 
pendent in its action than is possible if 
all these matters are attended to by the 
company acting as trustee. It may be 
argued very plausibly upon theoretical 
grounds that these various duties should 
be performed by separate corporations. 

It has been noticed that a very annoy- 
ing practice has been developed recently 
of holders tendering bonds to the sink- 
ing fund provided for by the trust in- 
denture, and then, if the market goes 
against the makers of the tender, not de- 
livering the bonds to the sinking fund. 
These bogus bids are managed very 
cleverly, and there seem to be some 
interests which at the present time are 
making a business of giving Philadel- 
phia, Upper Darby and Camden ad- 
dresses in tendering bonds to sinking 
fund trustees in New York and Boston. 
This raises the question as to whether 
it would not be advisable to have a 
clause put in the indenture requiring 
that the numbers of the bonds be stated 
in the offer, and that in the absence of 
such information the sinking fund trus- 
tee ignore the bids. This would be a 
very simple and effective way of break- 
ing up the present practice, which mili- 
tates very decidedly against honest 
bidders. 


If DEFAULT OCCURS 


In the event that default happens, 
the responsibilities and difficulties accu- 
mulate around the trustee’s devoted 
head. Suppose one occurs and the re- 
quired number of bondholders do not 
get together and form a protective com- 
mittee, and there is no one to make 
request of the trustee to proceed under 
the foreclosure clauses of the indenture: 
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What shall the trustee do? He can sit 
back with folded hands and say that 
the proper number of bondholders have 
not called his attention to the default 
and he has not been indemnified under 
the terms of the agreement, therefore he 
will do nothing. This may be strictly 
within the letter of the indenture, but, 
as Scripture has it, “The letter killeth, 
the spirit maketh alive.” Is it not a re- 
proach against any issue of bonds that 
the trustee has so wrapped himself up 
in nonresponsibility clauses that his sig- 
nature on the back.of a bond is mere 
waste of ink? 


SHOULD TRUSTEE ACT AS DEPOSITARY? 


When the default has occurred and 
the bondholders have acted and selected 
a reorganization and protective commit- 
tee, and when the deposit of bonds has 
been requested, is it proper for the cor- 
porate trustee under the indenture to 
act as depositary for the bondholders’ 
committee; or should this duty be taken 
up by some other corporation which has 
no connection with the transaction? 
The best opinions on this point differ. 
Some of the most experienced men argue 
that it is more convenient for everyone 
if the corporate trustee has in its posses- 
sion the deposited bonds, and that it is 
more satisfactory to have the people 
who come in to deal with the trustee in 
regard to their rights under: the inden- 
ture, do business at the same time with 
the mechanical end of the management 
in regard to the deposit of their bonds. 
They argue also that it assures co-ordi- 
nation in the methods which are used to 
protect the bondholders, for the circum- 
stances are known to both departments 
of the company and the handling of the 
securities can be done with less liability 
to mechanical mistakes than when long 
letters have to be written by the trustee 


_to another depositary. 


On the other hand, there are lawyers 
who are men of reputation in this 
branch of their business, who say that 
nothing can be more vicious than to have 
this duplicate form of responsibility and 
authority vested in one organization. 
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It is their opinion that the depositary 
should be absolutely independent of the 
management of the company trustee, 
and that it is no more unreasonable to 
separate them than it is for the courts 
and the legislatures of the various states 
to separate the guardianship of a minor 
beneficiary from the care of the execu- 
tor of the will under which the estate 
originates. In other words, they feel 


that it is well to have one watch the 
other and see to it that all requirements 
set forth in the trust indenture are care- 
fully complied with. 


NECESSITY FOR SEPARATE COUNSEL 


We have already adverted to the 
question of services of counsel and we 
may start off with the proposition that 
in the event of a default the trustee 
should have his own counsel, separate 
and distinct from the counsel for the 
bondholders, as the interests to be pro- 
tected may be quite different and, some- 
times, conflicting. It would seem evi- 
dent that the position of the trustee 
would require this. In our own experi- 
ence we have not yet found in any in- 
stance a requirement that the trustee 
shall be subject to the advice of counsel 
for a bondholders’ committee, in case of 
the necessary creation of such a body 
upon an event of default. 

A very acute problem may arise if, 
in the event of default, a bondholders’ 
committee is formed which secures the 
deposit of a majority of the bonds, and 
the bondholders’ committee is repre- 
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sented by counsel who has hitherto al- 
ways represented the trustee. If the 
minority bondholders who have not de- 
posited their bonds call upon the trus- 
tee for action in regard to the nonpay- 
ment of the sinking fund, which the 
trustee suspects is being used by the 
bondholders’ committee for the purpose 
of canceling bank loans, the trustee 
must decide whether he will still rely 
upon the advice of the old counsel, or 
will take on new counsel for advice 
under the particular circumstances, bear- 
ing in mind that effective action may be 
taken by the trustee to defend the rights 
of the minority bondholders, but that 
under the terms of the mortgage inden- 
ture, as sometimes written, the trustee 
is not absolutely required to act except 
upon the request of a majority at least 
of the bondholders, plus indemnity for 
costs, etc. 

Counsel, however, must be selected, 
and whoever it be, the trustee should 
never hesitate to call upon him for ad- 
vice. The correct and accurate admin- 
istration of trusts, such as those we have 
been considering, requires the guidance 
of competent counsel. No trust com- 
pany trustee should under any circum- 
stances ever attempt to prepare the 
papers relating to the creation and man- 
agement of such a trust, nor should the 
work of administration, where the slight- 
est doubt may arise, be done without the 
necessary advice from those who are 
expert lawyers in this branch of trust 
work. 
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Banking and Insurance Compared 


Arthur F. Hall Points Out the Distinction Between 
Life Insurance and Banking Moratoriums 


moratorium and the moratorium 

now existing in certain states on 
life insurance loans and surrenders was 
pointed out in a recent statement by 
Arthur F. Hall, president of the Lincoln 
National Life Insurance Company, Fort 
Wayne, Ind., who declared the situation 
is vastly different. 

The moratorium on banks closed them 
completely for days and thousands of 
banks are still on a 5 per cent. with- 
drawal basis, Mr. Hall explained, but 
this condition does not exist with the 
life insurance companies. They have 
not ceased to function, except in slight 
degree, and no policyholder should lose 
a dollar. Under the liberalized ruling, 
a policyholder can borrow for almost 
any of the usual emergencies, but cannot 
get money to hoard or for speculation. 
It is Mr. Hall’s belief, however, that the 
life insurance moratorium should not be 
lifted until the banking situation ap- 
proaches normal. 

“For the past three years, during the 
stress of the depression, the demand upon 
life insurance companies for loans in- 
creased 60 per cent.,” said Mr. Hall. 
“Then, after President Roosevelt de- 
clared a moratorium on all the banks, 
policyholders became panicky, and dur- 
ing the two weeks following the demands 
upon the life insurance companies in- 
creased 240 per cent. A very large part 
of the withdrawals were for the purpose 
of hoarding, the very evil the President 
sought to prevent by closing the banks.” 

Mr. Hall took occasion to point out 
why the insurance companies have 
weathered the storm so well at a time 
when the banks felt strongly the effects 
of the financial stress. 

“The very nature of the life insurance 
business is different in every way from 
banking,” said Mr. Hall. “Many banks 
failed because too great a proportion of 


ik distinction between the bank 


their assets was loaned on real estate 
mortgages. Then, when the great crash 
came in 1929, there followed runs on 
the banks. The mortgage loans made by 
the banks could not be called until, by 
their terms, they became due. The de- 
positors demanded cash in a hurry, and 
the banks could not produce it when 
wanted, so many of them were forced 
to close. Their obligations were due “on 
demand,” but their assets were not sufh- 
ciently liquid to meet their demand ob- 
ligations. 

“The principal obligations of life in- 
surance companies, however, are not due 
on demand, and there is no reason why 
they should keep their assets unduly 
liquid. Their obligations fall due over 
a long period of years. Consequently 
demands are not made upon them that 
cannot be foreseen and prepared for.” 

The financial stability of the great life 
insurance companies during the depres- 
sion was cited by Mr. Hall. He de- 
clared that at the time when other lines 
of business were unable to make head- 
way the life insurance companies .found 
it possible to pay out $4,100,000,000 in 
1932, putting this huge sum in circula- 
tion through matured endowments, an- 
nuities, dividends, surrender values, dis- 
ability benefits and policy loans. 

To emphasize the size and importance 
of these disbursements, Mr. Hall declared 
that they were greater in 1932 than the 
entire internal revenue receipts (which 
includes income taxes) of the Govern- 
ment, plus all the money loaned by the 
Reconstruction Finance Corporation, 
plus all the money raised by all agencies 
for unemployment relief. 

Despite paying out this gigantic sum, 
these insurance companies did not en- 
danger their stability, declared Mr. Hall. 

“In fact, during the three years of the 
depression and in the face of these huge 
cash disbursements, the assets of Amer- 
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ican life insurance companies did not 
slump, but actually increased by $3,000,- 
000,000. Their assets at the beginning 
of 1933 were 19 per cent. greater than 
in 1929. 

Mr. Hall also went into the invest- 
ment features of the life insurance in- 
dustry. He declared that, as a result of 
their experience during the last 173 
years, life insurance companies have been 
able to approximate closely each year 
how much money they would be called 
upon to pay out in that year. So they 
arrange their investments with these 
facts in mind and can make long-term 
investments with safety. 

“Yet they almost invariably invest a 
considerable portion of their assets in 
short-term securities in order to cover 
just such emergencies as the life insur- 
ance companies have been called upon 
to meet during the last three years,” ex- 
plained Mr. Hall. 

Most of the states have passed rigid 
laws to assure the stability of their life 
insurance companies, Mr. Hall pointed 
out. Typical of these is the Indiana 
law, which prohibits any life insurance 
company in that state from investing 
more than 1 per cent. of its assets in the 
securities of any one corporation or from 
holding more than 2 per cent. of the 
securities of any single corporation. 

As another interesting feature of the 
insurance situation, life insurance com- 
panies have been expanding their assets 
by increasing their income at a faster 
rate than they have increased their dis- 
bursements. Citing figures, Mr. Hall 
stated that the total income of all Amer- 
ican life insurance companies in 1911 
was $836,000,000 and their total ex- 
penditures $580,000,000—an excess of 
income over expenditures of $256,000,- 
000. In 1921 this excess had grown to 
$662,000,000, and in 1931 (during the 
depression) this excess income over ex’ 
penditures had leaped to $1,313,000,000. 

As an interesting phase of the ex- 
penditures, Mr. Hall emphasized the fact 
that in 1932 the bulk of the money the 
insurance companies poured into circula- 
tion was paid to living policyholders. 
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Of the $4,100,000,000 paid out, $2, 
175,000,000 was turned over to living 
policyholders and only $925,000,000 
went to the beneficiaries of deceased 
policyholders. An ‘additional amount 
of $1,100,000,000 was loaned to policy- 
holders. 

The strength of the life insurance 
companies was also emphasized re- 
cently by William A. Law, president of 
the Penn Mutual Life Insurance Com- 
pany and a former president of the 
American Bankers Association. They 
will continue, he said, to fulfill their 
primary function of providing protection 
to policyholders and their beneficiaries 
“under any conceivable situation except- 
ing only a complete wiping out of our 
present civilization.” 

Addressing a group of Philadelphia 
business and professional men, Mr. Law 
maintained that the life companies owe 
their strong position today to their con- 
servatism and that the confidence of the 
public born of this conservatism has en- 
abled them to continue doing business 
on a large scale during the years of the 
depression. In the three years, 1930- 
1932, he said, new policies to the value 
of $32,000,000,000 were issued. 

“In the same period,” he added, “the 
life insurance companies met one of the 
most trying tests in their history. With 
business stagnated, with banks failing 
and with thousands forced to fall back 
upon their life insurance, they paid out 
in three years more than $2,000,000,000 
in policy loans and more than $1,500, 
000,000 in surrender“ values. Nor is 
that all. In the same period their pay- 
ments to policyholders and beneficiaries 
brought their total payments to $6,000,- 
000,000. In other words, the legal re- 
serve life insurance companies during 
those trying years placed in the mail 
every day checks for an average of $6, 
000,000 in payment of death bene- 
fits, annuities, retirement funds, loans 
and cash surrender values. Think of 
that and try to imagine what would have 
happened had it not been forthe con- 
servatism and the stability of the life in- 
surance companies.” 





How We May Have Safer Banks 


The Solution Does Not Lie in the Government Guaranty 
of Deposits 
By Francis H. Sisson 
Vice-president, Guaranty Trust Company of New York; and president, 


American Bankers Association. 


endorse it.. However, we are in favor 


among bankers that Senator Glass 

and the members of the Banking 
Committee have yielded to importuni- 
ties and included a so-called insurance 
of deposits plan in the banking reform 
bill introduced in the present session 
of Congress. There is so much good 
in the Glass Bill that its aims and 


le is a matter of general regret 


of reform methods for banking that 
really strengthen banking, and therefore 
are just as heartily opposed to supposed 
reform measures that really weaken it. 
The guaranty of deposits plans nowhere 
gave the public real protection in their 
deposits, but to the contrary very se- 
riously increased the hazards of being 


“We believe that the strongest feature of the Government 


program will be found in recognizing the joint responsibility of 
the public, of business and Government officials together with the 


bankers themselves in creating the kind of banking the nation 


should have. Unless this unity of purpose is made a practical 
working fact the desired progress in banking reform cannot be 


achieved, for the bankers cannot go it alone.” 


most of its provisions have commanded 
the wide support of bankers. 

Bankers generally, however, cannot 
give their endorsement to the deposit 
insurance proposal. It is not different 
in essential principles from the guaranty 
of deposits schemes that have been tried 
in eight western states and invariably 
failed. The Economic Policy Commis- 
sion of the American Bankers Associa- 
tion has just completed a searching re- 
study of the history and results of the 
guaranty plans, and the simple facts of 
these cases put them beyond the pale of 
sound .remedies for the banking problem. 

If we could feel that the guaranty 
of deposits theory would really add 
to sound banking, we should gladly 


From a recent address. 


a depositor in a bank under the influ- 
ences of the guaranty schemes. From 
no point of view, therefore, whether 
of the banker, the depositor or the 
general public, do we believe there is 
any benefit in insurance of deposits plans. 

There can be no question that the 
people of the United States should 
have a banking structure based on con- 
ditions rendering the banks immune 
from failure and wholly free from bad 
or questionable banking. It is not 
enough, as the President in his radio 
address the evening of March 12 said, 
that while some bankers have been in- 
competent or dishonest this is not. true 
in the vast majority of our banks. We 
believe that a situation should exist in 
which there is not even a small minority 
of bankers open to question. 


563 








564 





In a business so dependent upon 
public faith as banking, one con- 
spicuous unfortunate occurrence has the 
malign power to destroy the good will 
and sound banking conditions created 
by literally thousands of instances of 
flawless, though routine, daily banking 
transactions. 


MUST BE NO ROOM FOR DISHONESTY 


Largely because of this fact, public 
distrust in banking the past three years 
grew far out of proportion to any basis 
of reason. Public policy and sound 
banking both demand that henceforth 
there shall be no room for dishonesty 
or incompetency to exercise any appre- 
ciable influence in banking anywhere. 
While to a certain degree bad faith 
and bad management enter the human 
factor in all types of business, their 
effects in banking should be surrounded 
by such special safeguards as to render 
them no longer an effectual factor in 
causing bank failures. 

The responsibility for bringing this 
desired condition about, however, can- 
not rest upon the bankers alone, for 
the means to accomplish it are not 
wholly in the hands of the bankers. 
There are two other essential elements. 
One is the quality of government super- 
vision over banking. Since in this 
country we rely so greatly upon the 
device of public supervision, it is 
axiomatic that, unless it is of the highest 
order in safeguarding the public inter- 
est, it may actually weaken the struc- 
ture by creating a sense of false 
security. Supervision should render bad 
banking impossible, but it has failed 
to do so. There was no lack of super- 
vision by presumably the highest type 
of bank supervisors in every one of 
the instances of questionable banking 
that has shocked the attention of the 
country during the past three years. 
We therefore believe that a thorough re- 
organization, consolidation and strength- 
ening of the bank supervisional field 
in this country is called for if the 
people are to be expected to rely on it 
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to the fullest extent for the protection 
of their interests. 

Another essential factor in bringing 
about the desired situation involves the 
part played by the public in creating 
a sound banking structure. There is 
certainly a responsibility on the people 
themselves to support that type of 
banker whose rigid adherence to sound 
principles makes a sound bank, rather 
than to give their patronage to the easy- 
going banker who may be easier to do 
business with but whose methods create 
a weak bank. 

In another major aspect are bank 
customers charged with as great a re- 
sponsibility in protecting the safety of 
their banks as are bankers themselves. 
I refer to the utilization of the assets 
of the banks by their borrower cus- 
tomers. Banks have failed in the vast 
majority of cases because their loans 
and securities, created in good faith by 
bankers in co-operating with the busi- 
ness interests of the country, proved 
unsound under subsequent conditions. 
An unsound loan is created by the 
borrower as well as the banker. A 
large part of the condition of unsound 
credit that has contributed to the 
depression was caused by the pressure, 
competitive and otherwise, placed upon 
the bankers in their community to go 
along with its industrial and mercantile 
interests in their business plans to what 
later events proved to have been unwise 
lengths. 

I emphasize this point in order to 
emphasize the fact that°a bank is truly 
a semi-public institution in a reciprocal 
sense; it has its obligations to the public, 
but so has the public equal obligations 
to the bank. No one who has not 
sound banking principles at heart has 
any business in a bank, whether as a 
banker or as a customer. Of course, 
had the country remained prosperous, 
the vast bulk of bank loans and securi- 
ties would have remained as sound as 
gold itself—but the tragic alchemy of 
the depression in effect turned the very 
gold of their soundness into lead. 

The great fact is that a bank is only 


ee 


THE BANKERS MAGAZINE 


as sound as its community, and this 
applies also to the banking structure 
as a whole in relation to the economic 
condition of the nation. 

The banker, as a semi-public servant, 
is charged with the heaviest of responsi- 
bilities and obligations that occur in 
our economic life, but he can meet 
these fully only through the co-opera- 
tion of good laws, good public officials 
who are empowered to exercise author- 
ity over his bank, and good business 
methods on the part of business men 
generally who utilize his bank. Only 
through such co-operation by all ele- 
ments in our nation’s community life 
can we be assured of a failure-proof 
banking structure. 

We believe that the Administration 
at Washington has taken hold of this 
problem with a firm grasp of essentials 
and is exercising splendid leadership 
toward the desired end. We pledge 
our utmost possible support and co 
operation in the fulfillment of these 
constructive purposes in the public 
interest, and bankers throughout the 
nation are working loyally with the 
Government so that it shall realize its 


high purposes for the general public 
good. 


NEEDED REFORMS NOT ALL WITHIN 
BANK 


We believe that the strongest feature 
of the Government program will be 
found in recognizing the joint responsi- 
bility of the public, of business and 
Government officials together with the 
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bankers themselves in creating the kind 
of banking the nation should have. 
Unless this unity of purpose is made 
a practical working fact, the desired 
progress in banking reform cannot be 
achieved, for the bankers cannot go it 
alone. Past history shows that a large 
bulk of banking troubles have been 
caused by conditions and circumstances 
wholly beyond the control or reponsi- 
bility of the bankers. This means that 
needed reforms do not lie solely within 
the banks. 

The fundamental needs of banking 
reform are so obvious that they should 
not be obscured with palliatives of this 
character. Fewer banks, more ade- 
quately capitalized, better supervised 
and better managed; standardization of 
laws and methods; greater and more 
intelligent co-operation between Govern- 
ment and banking, better understand- 
ing by the public of its joint responsi- 
bility in maintaining banking solvency 
and efficiency—these are the primary 
needs of banking reform which should 
be given first consideration and be the 
foundation of our banking system of 
the future. For such a system no guar- 
anty of deposits would be necessary, 
and the depositors’ interests would be 
fully protected. No considerations of 
political expediency can warrant Con- 
gress in avoiding these essential steps 
in reform by shifting the burden of an 
inadequate system upon the sound banks 
and taxing the stockholders and deposi- 
tors of good banks to cover the errors 
and losses of the unsound. 


WHY BANKS DON'T FAIL IN CHINA 


They send no glittering statements out, 
When a bank goes broke in China, 
To show that it’s solvent beyond a doubt, 
When a bank goes broke in China. 
No bitter tears you see them shed, 
But they take a big cheese knife instead, 
And amputate the president's head, 
And banks don’t fail in China! 


—Boston Banker. 
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Commencing the Administration 


One of a Series of Articles on Personal Trust Administration 


By CUTHBERT LEE 


Former Trust Supervisor, 


ordinary working purposes, and in 

records and correspondence, by a 
short title consisting of the name of 
the income beneficiary, the word 
“trust,” and a number, with a letter 
indicating the type of trust. For in- 
stance a voluntary trust for the benefit 
of James H. Gloster may be called: 
James H. Gloster Trust V-283. If there 
are two beneficiaries the trust may be 
called: James H. Gloster and William 
B. Gloster Trust V-284; if there are 
three or more beneficiaries it may be 


|: is useful to designate a trust for 


Guaranty Trust Company of New York 


correspondence or statements going out 
to the client. In a large institution 
it is a great aid in preventing corre- 
spondence from being misfiled, particu- 
larly since many clients fall into the 
habit of putting the number on their 
letters also. Some trustees believe that 
it is a serious handicap because it is 
a repeated reminder of the thought 
all too apt to exist in the mind of the 
client that he is only a number to the 
corporate fiduciary. 

The full legal designation used in 
connection with a trust is the title of 


From Francis C. Gray, vice-president of Fiduciary Trust 


Company, Boston: 
on trust agreements. 
useful thing to do.” 


called: James H. Gloster et al. Trust 
V-285. 

It is equally feasible to call the trust 
by the name of the grantor. If 
Henry L. Gloster is the grantor and 
there are charities as recipients of part 
of the income or remainder, such a 
trust has been given a name of the 
following type: Henry L. Gloster 
Philanthropic Trust V-286. A trust 
for the education of a son may be 
called: Wells A. Gloster Educational 
Trust V-287. 

The short title in any such form is 
used informally, and has no particular 
legal significance. It is generally agreed 
that the use of a number within the 
trust department is a convenience in 
rapidly labeling all sorts of records. 
Opinions of corporate fiduciaries differ 
considerably on using the number in 


“I enjoyed very much reading your article 
It seemed to me very clear and also a very 


the bank or trust company in its capac: 
ity as trustee of the particular trust, 
and is in some such form as the fol- 


lowing: Bank Trust Company as trus- 
tee under agreement dated January 3, 
1933, made by Henry L. Gloster for 
the benefit of Wells A. Gloster. The 
practice of some fiduciaries in substitut- 
ing a comma for the word “as” is 
incorrect. This is the name of the 
trustee for registration purposes, and 
all stocks, bonds and other property 
of the trust which must be registered 
should be registered in this name, except 
in cases governed by other considera- 
tions, as discussed below. 

Unless the agreement stipulates their 
registration it is customary to hold 
bonds unregistered. With modern bank 
vaults, armed transportation, guards and 
insurance, the safety feature of registra- 
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tion is hardly a consideration. The 
advantages to the trust of holding bonds 
unregistered are that bearer bonds are 
generally more readily salable, that 
they usually command a somewhat 
higher price in the market and that 
they may be sold without the delay 
which accompanies transfer of registra- 
tion. 

In the case of securities not obtain- 
able in bearer but only in registered 
form, as is the custom with American 
shares of stocks, the sole question is 
in what name they shall be registered. 
It has been for some years the practice 
of corporate trustees to register all such 
securities, wherever legally permissible, 
in the name of a nominee. A trusted 
employe or officer was chosen for this 
purpose, and under legal advice proper 
safeguards were set up, such as the 
deposit in the vault of his resignation 
and numerous stock powers signed by 
him. 

More recently, in order to obviate 
the interruption to operations which 
might be caused by the illness, absence 
or death of an individual nominee, it 
has become the practice to organize 
nominee partnerships, in such a name 
as Smith & Co., consisting of several 
individuals any one of whom may sign 
for the firm, the sole purpose of which 
partnerships is to hold in the partner- 
ship name securities belonging to the 
trustee in its various trusts. 


BANK STOCK 


An exception should be made in the 
case of stock of a bank held in a trust, 
and other stocks regarding which the 
laws of California and other states 
impose on the owner a liability for an 
amount greater than the par value. 
Several states exempt the trustee indi- 
vidually from liability for an assessment 
on the shares of a failed bank, though 
the trust fund remains liable. When 
shares stand in the legal name of the 
trustee evidence is authentic that they 
are trust property, which is not so 
readily established when the shares are 
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in the name of an individual or a 
company. Hence stock of these varieties 
should not be registered in the name 
of a nominee. 

When it is desired to sell stock reg- 
istered in the legal name of a trustee 
the certificate must be transferred to a 
simple name like that of an individual 
or company before it is sold on the 
New York Stock Exchange or New 
York Curb Exchange, because in the 
name of a trustee it is not in a form 
acceptable as constituting a good de- 
livery under the regulations of those 
exchanges. Rule 16 of the Committee 
on Securities of the New York Stock 
Exchange reads: “A certificate with 
an assignment or a power of substitu- 
tion executed by a deceased person, 
trustee, guardian, infant, executor, 
administrator, assignee, receiver in bank- 
ruptcy, agent or attorney is not a de- 
livery. ” This rule applies also 
to registered bonds. 

To obtain the transfer of securities 
from the legal name of the trustee 
to that of a nominee it is not only 
necessary to furnish the transfer agent 
with a certified copy of the trust agree- 
ment and often many other documents 
before the agent will effect the transfer, 
but frequently the examination of the 
papers consumes much time and the 
transaction is delayed for many days or 
weeks. In times of a falling market, 
or when it is necessary to make a dis- 
tribution, such delay may result in 
serious loss or extreme. inconvenience 
or annoyance. 

If before the sale is undertaken the 
security has already been transferred 
to the name of a nominee, it need only 
be endorsed by the nominee, and de- 
livery may be effected and the sale 
consummated at once. It is therefore 
preferable, when possible, to put stock 
and other registered securities in the 
name of a nominee in the first place 
and to keep them so registered as long 
as they are held in the trust. They 
should not be endorsed until they are 
to be sent out for sale. 

The grantor not infrequently plans 
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to register the original securities in 
the name of the trustee before the 
agreement is executed or even prepared. 
In order to avoid needless expense of 
re-registration this step should be post- 
poned for two reasons: before the 
agreement is complete it is not possible 
to be sure whether or not the securities 
are to be registered in the name of a 
nominee; and, if it turns out that they 
are to be registered in the name of 
the trustee, the proper wording of such 
registration can likewise not be known 
until the agreement is in final form. 


EARLY INTEREST AND DIVIDENDS 


Strictly determined, ll interest 
accrued up to the date of execution 
of a trust agreement belongs to the 
grantor and not to the trustee, as it 
is not income earned on the bonds 
while held in the trust. It follows 


under this strict interpretation that any 
such accrued interest attaching to bonds 
given to the trustee as part of the 


original securities of the trust is, in 
the absence of other instructions, to be 
regarded as additional principal placed 
under the agreement. Dividends on 
stock placed in the trust as part of 
the original securities, under a similar 
strict interpretation, belong to the 
grantor, if they were declared before 
the date of execution of the agreement, 
and should be considered as part of 
the principal originally placed in trust. 

Usually, however, in the mind of the 
grantor such interest and dividends are 
income, and he expects them to be col- 
lected as such and paid to the bene- 
ficiary, but he frequently does not say 
so in the agreement or otherwise. In 
order to give the trustee definite instruc- 
tions as to which of three interests shall 
receive such sums: the grantor, the 
principal of the trust or the income 
account, it has become the tendency to 
include in the agreement a clause sim- 
ilar to the following. The trustee may 
wish to recommend the inclusion of 
such a paragraph in its own interest 
and in that of clarity: “All rents, in- 
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terest and income accrued and divi- 
dends declared but unpaid prior to the 
date of creation of this trust and /or 
of transfer or delivery of property and 
securities to the trustee hereof shall 
be considered income and shall be paid 
to the persons entitled to receive the 
income of said trust.” The grantor has 
the right to specify instead in the agree- 
ment that such interest and dividends 
are included in the assets which he gives 
to the trustee and hence are principal. 

It may happen that a dividend de- 
clared and paid after the date of execu- 
tion of the agreement will have been 
received by the grantor, because it has 
been impossible to effect transfer of the 
stock to the name of the trustee or its 
nominee before the record date for 
payment of the dividend and the 
grantor’s name therefore appeared as 
the stockholder. The dividend belongs 
to the beneficiary, and the trustee 
should claim it, and on its receipt credit 
it to the income account. Where the 
grantor is also the beneficiary it is 
only necessary to ascertain that he 
received the amount, and then show 
it in the income cash account as re- 
ceived and as paid to the beneficiary. 

It may occur that a dividend declared 
before the execution of the trust agree- 
ment will be received by the trustee, 
because transfer was effected in time to 
make the trustee holder of record on 
the date when the paying company’s 
books closed for such dividend. Too 
often the trustee assumes that as it 
has received the dividend the amount 
can be credited to income and paid 
out as income to the beneficiary with- 
out question. In fact the dividend 
belongs to the grantor, and is to be 
handled in one of three ways as dis- 
cussed above, unless the agreement by 
the clause quoted or other terms fixes 
it as income. 

The cost of transfer tax stamps, pos- 
tage and insurance and other expense 
incident to transfer of registration of 
trust assets is usually chargeable to the 
principal account of the trust, and, if 
the assets include no cash, other pro- 
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vision must be made. It is proper to 
ask the grantor for funds to cover these 
items when the trust is being received 
or as soon as the amounts become 
known. Any money so _ contributed 


should be credited to the principal 
account as an addition to the trust. 
The alternative is to sell securities or 
other property sufficient to provide the 
necessary cash. Or the trustee may loan 
the money to the principal account. 


SCHEDULE OF INCOME 


After any changes which are to be 
made in the investments have been 
accomplished, the trustee prepares a 
schedule or table showing the com- 
pleted investments,- the estimated 
amounts of gross income on each asset 
and the dates on which these amounts 
probably will be received by the trus- 
tee, with totals per month and for the 
year. This schedule is sent to the bene- 
ficiary with a letter of information 
regarding his trust. 

A table of this sort is valuable as a 
picture of the trust’s investments and 
probable gross earnings, but it often 
causes bothersome misunderstanding 
when the recipient is unfamiliar with 
trust affairs. The beneficiary is apt 
to think of the trust securities as “my 
securities,” the gross interest, dividends, 
etc., as “my income” and the date when 
each item is payable by the paying 
company as being the day on which 
he should receive it. 

In the first place, the securities do 
not belong to the beneficiary; neither 
does the gross income, but only 
the net income after provision for 
expenses and commissions; and, thirdly, 
the trustee receives checks for divi- 
dends, rent and mortgage interest on 
the date payable or one, two or more 
days later, and may receive collection 
of these checks and of bond interest 
coupons after one or several days 
further delay. Hence, even if the 
interest or dividend shown be not 
passed or reduced, which can happen 
at any time, the beneficiary who expects 
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income to be paid him in the gross 
amounts and on the exact dates shown 
in the schedule is disappointed the very 
first time income is paid, and receives 
an unfavorable impression at the start 
of the trust. 

This unfortunate misunderstanding 
need not arise if the beneficiary com- 
prehends the facts, and the letter 
accompanying the schedule should make 
these matters clear. A great deal of 
thought may profitably be put into the 
writing of this first letter to the bene- 
ficiary, for it is an opportunity. to in- 
augurate full understanding and perma- 
nently harmonious « relations. Matters 
to be covered include the dates when 
income payments are to be made and 
the manner of payment, confirming the 
provisions in that regard in the agree- 
ment if included therein or the instruc- 
tions received from the grantor or bene- 
ficiary; the dates when commissions due 
the trustee for receiving and paying 
income will be taken; and the dates 
and kinds of statements to be rendered. 

These plans are best outlined as tenta- 
tive and subject. to approval by the 
beneficiary, in so far. as. the agreement 
permits them to be varied, and sugges- 
tions may be invited as to changes in 
the details to make them conform to 
personal plans and convenience. Finally 
the letter furnishes an occasion for the 
trustee to offer to supply further in- 
formation in answer to questions regard- 
ing the trust or its administration which 
arise in the mind of the beneficiary. 

If the beneficiary Has not a draft 
account with the bank or trust com- 
pany which is acting as trustee, and if 
the size of his trust income or other 
resources is such that a suitable balance 
could be maintained, the letter described 
may well contain an offer to open a 
draft account for him if he so desires. 
The existence of such an account is 
a great convenience both to the trustee 
and to the beneficiary, and makes pos- 
sible the prompt crediting of income 
on the dates when income payments 
have been arranged. It offers the 
simplest means of effecting adjustments 
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such as nearly always become necessary, 
especially when the beneficiary is also 
the grantor and will from time to time 
wish to add money to the trust, or 
when he desires the trustee to make 
various personal payments on his behalf 
for which funds may not at the moment 
be available in the income account. 


ONE TRUST OR TWO 


The first question for the trustee 
to decide, when the agreement provides 
an annuity or a fixed total payment to 
one beneficiary and the balance of the 
net income to another beneficiary, is 
whether the assets are to be treated as 
one trust or divided and set up as the 
separate principal funds of two distinct 
trusts. If the operation of the entire 
agreement is to terminate at one time 
under all possible conditions and all 
the principal is to go to the same 
remainderman, there would seem to be 
no reason for setting up separate trusts, 
even when there are in fact two trusts. 
This of course in a case where no 
division is made in terms regarding 
principal and the trustee is not directed 
by the agreement to put aside a prin- 
cipal amount to be held, invested and 
reinvested and the income paid to the 
annuitant. 

If the sole reference to the interest 
of the beneficiary of the annuity is 
the stipulation that a fixed amount of 
net income per period be paid to this 
beneficiary, whom we may call Harold 
Stoddard, for life or for a certain length 
of time, and the balance of the net 
income is to be paid to Irene Stoddard, 
the trust can be regarded for administra’ 
tive purposes as one trust called the 
Harold Stoddard and Irene Stoddard 
Trust. The records will include a pay- 
ment card providing for payments total- 
ing the fixed annual amount to Harold 
Stoddard, and after these are covered, 
payments on the same dates, if the 
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margin is large, or once a year, if the 
margin is small or doubtful, to Irene 
Stoddard. 

When the agreement directs the trus- 
tee to put aside such an amount of 
principal as will produce a given an- 
nuity, a separate trust should be set up 
with assets selected as sufficient to pro- 
duce the net annuity, plus trustee's 
commissions and any expenses, plus a 
reasonable margin for possible deprecia- 
tion of income. If there is any excess 
income, it is to be paid to the bene- 
ficiary of residuary income if named, 
and, if not named, legal advice may 
be necessary to determine the recipient; 
the excess income cannot be piled up 
indefinitely as a reserve to guarantee 
the annuity. 

A similar question arises under an 
agreement providing that the net in- 
come shall be paid from the beginning 
to two or more beneficiaries in propor- 
tionate shares, as for instance one-third 
of the net income to each of three 
beneficiaries, or seven-elevenths to one 
beneficiary and one-eleventh to each of 
four other beneficiaries. Whether one 
or more trusts are to be set up depends 
first on the further terms of the agree- 
ment. In general, as above, where the 
remainder all goes at the same time 
to one person or group regardless of 
the income interests, only one trust need 
be set up. If however the remainders 
go separately, as for instance the princi- 
pal of each beneficiary’s share to his 
issue, or if each beneficiary has the 
specified power or later wishes to add 
to the principal of his share, separate 
trusts should be set up for each. 

No doubtful case should be decided 
without recourse to advice of counsel, 
for the correction of an incorrect set-up 
years later might entail enormous labor 
and possibly uncover a very large lia- 
bility for money paid by the trustee in 
the wrong direction. 
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These 50,000,000 
should prove profitable to banks 


It is estimated that fifty million people 
will go to the World’s Fair in Chicago. 

This is a conservative figure when we 
recall that forty years ago, twenty-eight 
million visited the Columbian Exposition 
in that same city. 

For five months beginning May 27, 
every day will see its stream of travelers 
starting out by train, bus, airplane or 
private car. 

If ever people need protection for 
their travel funds, it is when they are 
on the road or in crowds. 

The bank not only furnishes this pro- 
tection, but makes a profit of one-half 
of one per cent. when it influences these 
travelers to carry American Express 
Travelers Cheques. 

There are several ways of bringing 


Steamship tickets, hotel 


this profit into a bank—the friendly 
caution of tellers and bank officers to 
those with whom they have contacts— 
small but consistent advertising in local 
newspapers—the display of signs—the 
enclosure of blotters in statements. 

Travelers Cheque sales respond quickly 
to promotion because the safety of travel 
or vacation funds is a basic appeal to 
everyone. 

There will be many millions who go 
on vacations apart from the World's 
Fair and all are equally in need of travel 
fund protection. 

But the fifty million who are Chicago 
bound, stimulated to travel by the lure 
of the great Exposition, provide a mar- 
ket which comes rarely during the 
Century. 


reservations, itineraries, 


cruises and tours planned and booked to any part of 
the world by the American Express Travel Service. 


AMERICAN EXPRESS TRAVELERS CHEQUES 


AND TRAVEL SERVICE 
MUNA 
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Making the Trust Department Pay 


Some Ways of Effectively Increasing Its Volume and Profits 


ments have come into existence 

during the last decade. Not all 
of them have proved profitable. The 
bank officials have perhaps felt dis- 
gruntled or decidedly resentful when 
this has been the case. Yet the trouble 
has not lain in the functioning of trust 
service itself but in the lack of vigorous 
and able management—a lack for which 
the senior officers themselves may be 
responsible through their failure ade- 
quately to sponsor an aggressive cam- 
paign of advertising and follow-up 
work. 

They saw the prosperous business 
being done by the wide-awake bank 
across the street and thought they, too, 
would like to gather in some of the 
profits accruing through trust services. 
But they had little ability and less 
experience in organizing a really effec- 
tive department. And—what was worse 
—they would not pay enough to get 
someone who had. They tacked “Trust 
Manager” on to the name of an already 
overworked executive, published one or 
two mediocre advertisements in the local 
papers and sat back and waited for 
things to happen. 

Unfortunately trust service isn’t sold 
that way. The people who wore a 
path to the door of the maker of better 
mousetraps didn’t find out how good 
the traps were till the first purchasers 
had taken their traps home, baited 
them and caught their mice. If the off- 
cials of a bank wait for trust business 
ull the first creators of trusts are con- 
siderate enough to die and give the 
bank a chance to demonstrate its able 
management, the growth of the busi- 
ness will be slow indeed. 

To conduct a successful trust depart- 
ment, an officer who is a skilled and 
experienced worker with investments 
and estates is a primary necessity. But 
good salesmanship and an alert, aggres- 


A GREAT number of trust depart- 


sive policy of going out after business 
and securing it is necessary also. The 
trust officer or one of his subordinates 
must have initiative in inaugurating 
campaigns and following-up leads, a 
knowledge of human nature and of the 
sales appeals that are likely to have 
most weight, an eye for advertising 
copy, a consistent plan for co-operation 
with life insurance men and the legal 
profession in serving the needs of the 
community. Some of the questions that 
he will have to answer are: How large 
must a trust be to be handled profitably 
by the bank? To what members of the 
community shall we send our trust 
advertising? What type of advertising 
brings in the greatest volume of busi- 
ness for the least expenditure? At 
what hour of the day shall we make 
our sales calls? What type of man 
shall we hire for our solicitors? 

It is to aid the trust department— 
whether it be newly organized or of 
long standing—in the solution of these 
questions that Theodore Tefft Weldon 
has written New Business for the Trust 
Department. Mr. Weldon has had 
thirteen years of experience in trust 
work, both with the Northern Trust 
Company and the Foreman-State Na- 
tional Bank of Chicago and in his own 
agency; and he attacks the problems of 
merchandising with incisive directness. 
His matter is concrete and to the point, 
his style clear and exceptionally read- 
able. 

He divides the subject of trust new 
business into four main parts: Admin- 
istration, Solicitation, Merchandising 
and Advertising, which are further 
divided into chapters and conveniently 
titled sections. 

In the first division the general 
aspects of trusteeship, its value to the 
community and to the trust company 
are discussed. A broad survey is taken 
of the whole field, and suggestions for 
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organization, lay-out and departmental 
policies are made. Obstacles which the 
depression has placed in the way of 
trust sales are briefly enumerated and 
evaluated, and the desirability of con- 
tinuing the trust effort in the face of 
these difficulties is considered. 

One thing that every bank official 
wants to know is: How much profit is 
the bank likely to receive from its trust 
department? Charlton Alexander, vice- 
president of the Mississippi Valley 
Trust Company of St. Louis, has 
evolved a simple and surprisingly accu- 
rate system of computing the value of 
each $1000 unit of business. The Finan- 
cial. Advertisers Association has pre- 
pared a series of tables showing the 
present value of each dollar of future 
fee. In his second chapter Mr. Weldon 
discusses both these systems and takes 
up in some detail the probable interval 
of waiting before a trust goes into 
effect, the length of time that the aver- 
age estate remains in trust and the 
factors which may cause a depreciation 
or increase in the value of the estate. 


His conclusion is that, “Any progres- 
sive bank, with a good reputation for 


conservatism and dependability, can 
start from scratch in the trust business 
and make enough fees by the seventh 
year to offset all its expenses and from 
then on show an addition to the bank’s 
earnings. With active selling and a 
fair degree of luck, it will far more 
often catch up to its deficit by the 
third or fourth year.” And, in addi- 
tion, it typifies and emphasizes the con- 
servatism, permanence, friendliness, re- 
sponsibility and broad facilities of the 
bank. 

The organization of the department 
is considered at length. For instance, 
it is important that the trust officer 
have a desk in a prominent and, easily 
accessible position, for “a bank's cus- 
tomer will go a long. way to seek out 
the loaning officer, and will wait upon 
him with a good grace. But only by 
practically stumbling over the trust 
officer, day after day, will he be con- 
stantly reminded to get busy on his 
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estate problems.” Similarly Mr. Weldon 
emphasizes the necessity for enthusiasm 
and co-operation among the other bank 
officers, proper introductions to cus 
tomer prospects and an energetic fol- 
lowing-up of leads. “Every new busi 
ness department has some sort of 
follow-up system, and the principal 
characteristic of each is that it does 
not work very well,” he tells us—and 
then proceeds to give some very prac: 
tical suggestions as to pitfalls to avoid 
and brief efficient check-up methods 
that are likely to prove helpful. 

In another chapter the ethical side 
of trusteeship is considered, with a dis- 
cussion of such questions as purchasing 
securities from the bank’s own bond 
department, safety vs. income, operat- 
ing the testator’s business, reducing tax- 
ation, refusing trusts that seem likely 
to prove unprofitable and the like. 

The selling of trust service through 
solicitation is the topic of Part IL 
“Ours is a nation that likes to be sold,” 
says Mr. Weldon; and in the first 
few chapters he deals with such vital 
phases of solicitation as: Volume of 
Sales May Be a False Indication, 
Youngsters vs. Seasoned Salesmen, The 
Rank of Solicitors, Sales Meetings, 
Supplying Leads, Telephone Work, 
Number of Calls Made and The 
Remuneration of Solicitors. Next comes 
a list of the fifteen major objections 
to trust service, with an analysis of the 
false thinking involved and practical 
suggestions as to how these barriers may 
be broken down and¢the prospect in- 
duced to take a more favorable attitude 
toward trusteeship in general. 

From this point the author proceeds 
to take up the more positive aspects 
of trust sales, emphasizing the need 
for versatility and imagination in deal- 
ing with the many types of people who 
will be encountered. “A _ salesman, 
whether he be a neophyte or a seasoned 
trust officer, is prone to concentrate 
his appeal on the logic that clicks most 
emphatically with his own experience 
in life,” he observes. “Each solicitor 
is voicing the argument that takes the 
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strongest grip on his own consciousness. 
While this lends force to his delivery, 
it may still be the wrong argument for 
the particular prospect in point.” 

To aid the solicitor in keeping a wide 
range of appeals and adapting them to 
the situation, Mr. Weldon lists twenty- 
seven cogent and varied arguments for 
trusteeship and follows them with 
accounts of actual selling experiences 
where, by bringing in a “sucker list” 
that proved the investment temptations 
to which wealthy widows are exposed, 
showing how a trust company persisted 
in a tax case until it won a consider- 
able rebate or working on the prospect’s 
fear of his property coming under the 
influence of distrusted relatives, a solici- 
tor was able to consummate what had 
at first appeared to be an impossible 
sale. 

In the section on “Merchandizing,” 
Mr. Weldon goes on to the skillful 
management necessary to blend advertis- 
ing, follow-up work and _ solicitation 
into an efficient whole, and the problem 
of closing the sale with the least possible 
loss of time and money to the company. 
Mailing campaigns are discussed, as are 
the use of leaflets and booklets and the 
best manner in which to weed out 
actual prospects and bring them into 
personal touch with the department. 

The author realizes that for the one- 
man trust department this work of 
following-up leads and _ interviewing 
prospects presents very real difficulties. 
“A trust officer’s principal concern is, 
of course, the management of estates 
under his direction,” he says. ‘“Never- 
theless, if his department is to grow 
and be profitable, he must give active 
effort and energy to getting new busi- 
ness, Where perhaps the greatest mis- 
take has been made is in assuming that 
advertising alone is all that is needed 
for the growth of trust business. The 
fact is, that, if the trust officer is to 
employ his time to the best advantage, 
he must spend the moments that are 
not needed in administrative work in 
sales strategy that will get the most 
result.” 


THEODORE TEFFT WELDON 


Here follows a sheaf of suggestions 
as to how this may be accomplished; a 
simple selling plan is outlined, effective 
form letters are discussed and the best 
way of tabulating information and con- 
ducting interviews is given special 
notice. In short, Mr. Weldon shows 
that he is keenly aware of the prob- 
lems that the unassisted trust officer 
has to face and has given sincere and 
penetrating thought to the best means 
of solving them. 

Seemingly unimportant details may 
make or mar the department in its rela- 
tions with the Bar and with the life 
insurance companies. “Every trust com- 
pany should very carefully think this 
proposition through and decide whether 
it wants really to co-operate with the 
Bar or only to seém to,” Mr. Weldon 


says in beginning his discussion — of 


this phase of trust management. If 
it wants really. to co-operate—and the 
author shows many reasons why this 
is the fairest and wisest course—it 
should be careful from the very first 
to lay down a definite, policy and adhere 
strictly to it. There are many pitfalls, 
many difficult fine points to be con- 
sidered; Mr. Weldon outlines the 





(A A RR 


576 


policies to be followed and warns of 
breaches of faith that may alienate 
from the department a group which 
might otherwise bring in much valuable 
business. 

The final section of the book is 
devoted to the actual preparation of 
advertising copy and sales campaigns. 
How much space should be used and 
how often, the desirability of repeating 
advertisements, the most advantageous 
position for a trust ad, the days of the 
week best suited to financial advertising, 
are some of the subjects discussed. 
Direct mail advertising also is taken 
up in considerable detail. The price 
to pay, the intervals at which leaflets 
should be sent, the value of personal 
letters, reply cards and master books, 
the number of returns to be expected 
and the proportion which should be 
given intensive follow-up, all receive 
careful attention. 

Different officers have different ways 
of compiling their mailing lists. A 
method originated by Miss Irene Wil- 
liams of Chicago has been found 
extraordinarily accurate in giving indi- 
viduals their correct financial rating. 
“This particular technique of making 
lists is perhaps too formidable for the 
average bank advertising department,” 
warns Mr. Weldon, but “when it is 
considered that an advertising campaign 
may easily expend from one to two 
dollars a year on each name, and that 
this may continue for a generation, it 
seems reasonable economy to spend five 
or six cents of the selection of each 
name.” As usual Mr. Weldon has 
practical and specific suggestions to 
offer as to the best method of securing 
the desired selection. 

The actual writing of the copy re- 
ceives a chapter all its own—a chapter 
replete with definite advice and infor- 
mation and examples of successful ads. 
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The most potent copy appeals are listed 
and discussed; wording and length are 
considered; and, as a final tour de force, 
Mr. Weldon shows how all seven of 
the most forceful types of advertising 
appeal can be logically and effectively 
combined in a single advertisement. 

The book is fascinating reading— 
not only because of its abundance of 
information, anecdote and suggestion, 
but because Mr. Weldon proves himself 
a good salesman of his own ideas on 
the importance of skillful merchandising. 

In addition he has an _ enthusiastic 
conviction of the value of trust service, 
and is able to transmit to the reader 
both his conviction and his enthusiasm. 
Today, he tells us, the trustee “‘is selling 
family protection; the fulfillment of 
desires; safety for one’s accumulations 
when one is no longer here to see to it; 
enduring benefits instead of transient 
prosperity; a better chance in life for 
a son; financial independence for a 
daughter; economies; savings in taxa- 
tion; swifter probate; orderliness; flexi- 
bility in dealing with an unknown 
future—in short, the trust company is 
selling the vehicle which our modern 
economic structure has evolved to afford 
the one safe and certain means of assur- 
ing a man that he can have his own 
way with his property far beyond the 
span of his own life.” 

Mr. Weldon’s book has the dignity 
and animation that such an enterprise 
deserves. That it is also eminently 
practical and thoroughgoing is testimony 
to his ability to view the trust business 
from all sides and to appreciate at once 
both the high ideals and duties of trust 
management and the necessity for put- 
ting the business upon a firm money’ 
making foundation which will guarantee 
its being able to continue giving the 
safest and most professional type of 
service to its community. 


NEW BUSINESS FOR THE TRUST DEPARTMENT by Theodore Tefft 
Weldon is published by the Bankers Publishing Company, 465 Main Street, 


Cambridge, Mass. The price is $5.00. 
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Bankers Guide Book 


By W. R. Morenouse 


is just off the press 


1072 pages 136 chapters 


Over 4000 questions and answers 
on banking, of which 1500 are 
legal with citations 


Acclaimed the most useful book of general 
interest to bankers ever written 


THE author needs no introduction to readers of THE BANKERS MaGAZINE. 
Mr. Morehouse is the author of seven books on banking—among them the 
original Bankers Guide Book, purchased by 22,000 banks. Now comes the 
new Bankers Guide Book with over three times as many pages (1072 to be 
exact) and it “fits the pocket.” 


AN introductory edition will sell at $5 a copy (less than 4 cent a page) then 
the price goes up to $10 (less than 1 cent a page). 


WE have a limited number of copies of the introductory $5 edition set aside 


for immediate delivery. Send us your order now and save $5. 


BANKERS PUBLISHING Co., 
Book Dept.—465 Main St., Cambridge, Mass. 


Please send me, postpaid, a copy of the new “Bankers Guide Book,” for which I will 
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Fallacies Underlying Inflation 


By BENJAMIN ANDERSON, JR. 
Economist, The Chase National Bank, New York 


HE words “inflation” and “defla- 
tion” are not good scientific terms. 
Few men give the same meaning 
to them, and many use them with the 
greatest vagueness. No small part. of 
the strength of the movement for “in- 
flation” comes from the fact that it 
presents a pooling of many currents of 
hope and opinion which would be 
antagonistic if exact language were used 
and precise terms were adhere to. 

By “inflation” many mean merely a 
rise in commodity prices, which all of 
us will welcome if it comes in a sound 
way. Others mean credit expansion, 


with the gold standard maintained and 
within the limits of what the gold stand- 
ard can safely maintain, as a means 
of helping a rise in prices. 


Others 
mean increased Government expendi- 
ture for public works, within the safe 
limits of the Government’s credit. 
Others mean devaluing the dollar. 
Others mean the issue of irredeemable 
paper money, without concern regard- 
ing the quality of the currency or the 
effect of the quality of the currency 
on the public credit. Some mean merely 
an increase in actual pocket cash in 
circulation—and that merely in terms 
of quantity, without reference to the 
quality of the money that is to be 
increased. Some would want an in- 
crease in the quantity of credit, but 
would recognize the need that such 
credit should be carefully and soundly 
extended and should be self-liquidating, 
whereas others wish merely an increase 
in quantity of credit without reference 
to the question of whether the credits 
are good or bad. 

The distinction between quantity and 
quality, both with respect to the cur- 
rency and with respect to the volume 
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of credit, are of first importance. The 
danger that an ill-considered increase 
in quantity will so impair quality as to 
defeat the very purpose of the increase 
in quantity is very inadequately under- 
stood. 

It is an appalling fallacy to think of 
“inflation” and “deflation” as simple 
opposites, subject to easy manipulation 
and control. 

Out of the prevailing vagueness of 
conception: as to what constitutes “in- 
flation” comes, readily enough, an easy 
optimism as to the possibility of “con- 
trolling inflation” once it gets going. 
There are those who believe that com- 
modity prices, measured in an irredeem- 
able paper money, can be controlled and 
fixed by a mere regulation of the 
quantity of money and credit extended. 
They believe that it is possible to move 
prices up and down merely by opening 
or closing certain valves in a financial 
control-mechanism. This view very 
largely ignores the workings of the 
human mind, and contents itself with 
mathematical equations or with vague 
generalities. It can be said with abso- 
lute certainty that there exists no finan- 
cial device like the Westinghouse air 
brake which can bring a movement of 
this sort to a stop without a jolt. Those 
who are thinking seriously in terms of 
control must surely recognize that, if 
unorthodox currency and credit methods 
are used and start a vigorous boom, 
they must be braced for the use of 
very drastic and unpopular methods 
when they undertake to put on the 
brakes. They must be prepared, to see 
a sharp reaction in speculation and even 
in industry as a result of the control 
that is later applied to prevent the ruin 
of the currency. 
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INVESTMENT AND FINANCE 


A MONTHLY SURVEY OF CURRENT DEVELOPMENTS AFFECTING 
THE BANK INVESTMENT MARKET 


Regulation of the Sale of Securities 


proposed Federal regulation of se- 

curities, under a bill pending in 
Congress at the time this was written. 
The objections offered against this 
measure seem not so much concerned 
with the restrictions it would place on 
investment dealers—though these are 
by no means light—as in regard to the 
officers and -directors of corporations 
whose securities are being offered. It 
is said that these persons are required 
to guarantee statements of which they 
cannot have positive knowledge. The 
obvious reply to such an _ objection 
would be that they should know. But 
the controversy is not so easily resolved. 
It is a recognized fact that the more 
stringent regulations of this kind be- 
come, the more is their object defeated. 
And this for the obvious reason that 
men who regard their obligations most 
seriously are reluctant to assume re- 
sponsibilities difficult of fulfillment, 
while those who regard their obligations 
less seriously have less hesitation in 
enlarging their responsibilities. 

Directors generally serve a number 
of corporations in the same capacity, 
and to expect them to have accurate 
knowledge of all their details is unrea- 
sonable, though it is quite reasonable 
that they might, in a good many cases, 
have more information than they have 
heretofore taken the trouble to obtain, 


[provost 1 continued to center in the 


and that it would be well could this 
increased knowledge be passed on to 
the buyers of investment securities. 

The disposition in all reformatory 
legislation devised under the stress of 
panic is to overshoot the mark. Before, 
there was not enough regulation; now, 
there will be too much. 

With the general aim to place the 
issue of investment securities on a 
sounder basis—all reputable investment 
dealers are in sympathy. They are find- 
ing their business restricted at the pres- 
ent time because of a considerable loss of 
confidence on the part of investors. 

But, while the methods of issuing 
securities are in need of improvement, 
and the practices of some investment 
dealers in need of drastic reformation, 
the loss of confidence to which attention 
has been called is due more to other 
causes than to these methods and prac- 
tices. Confidence in the value of securi- 
ties rests, primarily, on the soundness 
of the enterprises on which the securi- 
ties are based; on the skillful operation 
of these enterprises; and on the general 
condition of finance, industry and trade. 

But a wise regulation of investment 
dealing is to be approved, as it will 
be for the real interest of the invest- 
ment dealer and the investor. From 
no Federal regulation to an extreme 
degree of control is taking a long stride 
all at once. 


Inflation and Bond Values 


of which are not likely to be put 

into operation—have caused much 
interest as to their effect on security 
values. The orthodox theory is that 
inflation will cause common stocks to 
rise and bond prices to fall. This is 
explained by saying that an increase 
in prices—the expected result of infla- 
tion—will stimulate buying and there- 


[or wich a inflation measures—all 


fore add to the profits which manufac’ 
turing corporations will have for dis- 


tribution among their shareholders. 
But it is held that bonds will not share 
in this increase of income, since they 
bear a fixed interest charge. It is 
further said that the income from bonds 
will buy less, on account of the rise 
in prices. But this advantage of the 
shareholder is only relative. He, too, 
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will find the purchasing power of his 


dividends reduced; but, unlike the bond- 
holder, he will find compensation in 
the increase of his dividend rate. 

With a revival of business the de- 
mand for capital may increase to an 
extent that will warrant higher interest 
rates on fixed securities, and, as pros- 
perity returns, the value of bonds will 
rise with the added gains to the indus- 
tries on which they are. based. 

While the contemplated inflation 
policies have not been put into effect; 
the proposal has, undoubtedly, exer- 
cised some influence on the prices of 
commodities and securities. Commodity 
prices are tending to rise, as are also 


IN PRINCIPAL CITIES 


those of common stocks. The tendency 
in the bond market has thus far been 
somewhat uncertain. 

Calculations based upon the proba- 
bility of the adoption of extreme infla- 
tionary steps being taken are liable to 
be upset by failure of the Administra- 
tion at Washington to make use of the 
inflationary powers granted by Con- 
gress. These powers are purely discre- 
tionary, and, if not used, any operations 
in the security market based upon their 
supposed effect may have to be sharply 
revised. This uncertainty may have its 
speculative possibilities, the advantage 
going to those capable of making the 
best guess. 


Investment Bankers to Be Prohibited from 
Receiving Deposits 


the Glass Banking Bill an amend- 

ment that would prohibit invest- 
ment bankers from receiving and paying 
out deposits. Here is the proposed 
amendment in full: 
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"Tesi has lately been added to 


Section 19A. Two years after enactment 
of this section it shall be unlawful, 


(A) For any person, firm, corporation, 
association, business, trust or other similar 
organization engaged principally in the busi- 
ness of issuing, underwriting, selling or dis 
tributing, at wholesale, retail or through 
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syndicate participation, stocks, bonds, de- 
bentures, notes or other securities, to engage 
at the same time to any extent whatever 
in the business of receiving deposits subject 
to check or to repayment upon presentation 
of a pass-book, certificate of deposit or other 
evidence of debt, or upon request of the 
depositor; or 

(B) For any person, firm, corporation, 
association, business, trust or other similar 
organization, other than a banking institu- 
tion or private banker subject to examination 
and regulation under state or Federal law, 
to engage in any extent whatever in the 
business of receiving deposits subject to 
check or to repayment upon presentation of 
a passbook, certificate of deposit or other 
evidence of debt, or upon request of the 
depositor, unless such person, firm, corpora- 
tion, association, business, trust or other 
similar organization shall submit to periodic 
examinations by the Comptroller of the Cur- 
rency or by the Federal Reserve bank of 
the district and shall make and _ publish 
periodic reports of its condition, exhibiting 
in detail its resources and liabilities, such 
examination and reports to be made and 
published at the same times and in the 
same manner and with like effect and penal- 
ties as are now provided by law in respect 
of national banking associations transacting 
business in the same locality. 

Whoever shall willfully violate any of 
the provisions of this section shall upon 
conviction be fined not more than $5000 
or imprisoned not more than five years, or 
both, and any officer, director, employe 
or agent of any person, firm, corporation, 
association, business trust or other similar 
organization who knowingly participates in 


any such violation shall be punished by a 
like fine or imprisonment or both. 


This is a curious proposal. Observe 
that it first makes unlawful the receiv- 
ing and paying of deposits by invest- 
ment houses, but afterwards provides 
that such business may be transacted 
by submitting to Federal examination 
and publishing full reports of conditions. 

In most ‘of the states where private 
banking is still permitted such banks 
must submit to examination and the 
publication of reports. When require- 
ments of this character were inserted 
in the banking laws of the State of 
New York, a few large private banking 
houses in New York City, in operation 
at the time the law was passed, were 
exempted from its provisions. It is the 
evident intention of the proposed 
amendment to bring these houses into 
line. 

Probably they have not done a de- 
posit business with the general public, 
and the proposals are therefore not 
essential for the protection of depositors. 
The real aim of the measure is to place 
the Government in the possession of 
information desired to satisfy its curi- 
osity about the operations of the limited 
number of firms which its provisions 
will affect. 


Gaining Investment Wisdom 


N the midst of so much criticism 
aimed at the dealers in investments, 
surprise must be felt that they do 
not point out to their detractors that 
the investor himself should not be al- 
lowed to escape responsibilities from 


losses that could have been avoided. 
Complaints against investment dealers 
are rarely heard from those whose 
funds have been safely and profitably 
cared for, nor do the dealers get much 
praise from these fortunate ones. 
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Many losses are due to the fact 
that the investor either acts on his own 
judgment, or, if he consults a dealer, 
does not exercise the same degree of 
prudence used in employing a doctor, 
a plumber or a blacksmith to shoe his 
horses (if any remain to be shod). 

Unless the investor learns to be as 
careful in choosing those with whom 
he deals as he is in other matters of 
equal or inferior importance, he cannot 
justly complain if losses are incurred. 

Failing to exercise this necessary de- 
gress of prudence, the investor must 
rely on his own judgment, too little 
informed in most cases. It is common 
knowledge that, while individuals call on 
dentists, doctors, lawyers, plumbers, elec- 
tricians and carpenters for their services, 
they believe themselves entirely competent 
to invest their funds safely—something 
requiring expert knowledge at least equal 
to that of any of the classes mentioned. 
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Much is to be said in favor of the 
individual steering his own investment 
craft, provided always that he is a good 
sailor and keeps eternally posted regard- 
ing the winds and tidés that menace his 
boat. 

The country needs investment educa- 
tion—not only of that costly type which 
experience alone can supply, but in 
regerd to methods and principles of 
wide application, and of which expert 
knowledge is not lacking. 

Could radio programs give as much 
instruction about investing as is daily 
poured out about face powders and 
toothpaste, while the sale of these 
adjuncts of personal pulchritude might 
be curtailed, this “loss” would be more 
than offset by the knowledge gained 
of something far more vital to the well- 
being of the individual and the welfare 
of the nation-——the proper care of one’s 
money. 


Arkansas Refunding Operations 


N interesting case has arisen in 
Av to highway and_ toll- 
bridge bonds issued by the State 

of Arkansas. As reported in the press, 
some $91,000,000 of these bonds were 
issued, bearing interest at from 4 to 43/, 
per cent. per annum, and secured, in 
part, by prior rights to automobile and 


license tax revenues. The Arkansas 
Legislature passed an act, which has 
been signed by the Governor, reducing 
the interest rate on these obligations to 
3 per cent. The requirement under 
the act authorizing the bond issue, that 
an amount sufficient to pay the contract 
interest rate should be set aside out of 
the first revenues received from motor 
oil taxes and automobile license fees, 
has been disregarded in the refunding 
act. Furthermore, $47,000,000 of road 
district bonds and some minor issues 
have been included in the refunding 
scheme, and all these securities placed on 
the same footing as the other highway 
and toll-bridge obligations. It is stated 
that the steps mentioned were taken in 
the hope of avoiding property taxation 


for service on road district securities. 

While the exchange of the old issues 
for the new is not mandatory, the 
holders of the outstanding bonds must 
either acccept the new arrangement or 
be content to remain in a_ position 
where no provision has been made to 
meet interest coupons. 

What remedy the holders of these 
securities may have is not clear, since 
a state cannot be sued—except by an- 
other state—without its own consent. 
Since several states are said to be 
holders of the securities, they may be 
expected to find the means for asserting 
their rights. If the litigation should 
come before the Supreme Court of the 
United States, the legal principle in- 
volved would probably be the provision 
of the Constitution of the United States 
which prohibits the state from passing 
laws violating the obligation of con: 
tracts. The fact that the exchange 
provisions in the Arkansas Act are not, 
in express terms, mandatory may have 
an important hearing on the case. 

The better way in handling refund- 





13,000 Associated Lives 
Insured for $5 1,800,000 


ORE than 13,000 Associ- 
ated employees have their 
lives insured for a total of 
$51,800,000 under the Associ- 
ated Employees Insurance Plan. 


Since the plan has been in ef- 
fect, $832,000 in death and dis- 
ability benefits has been paid. 
By far the greater portion of 
these payments represents as- 
sistance which the families of 
deceased or disabled employees 
would have lacked entirely. 


90% of Employees Insured 


Each subscribing employee re- 
ceives ordinary life insurance 
equal approximately to his an- 
nual earnings and participation 
in a group policy for a similar 
amount. He is thus insured for 


an amount equal to twice 
his annual pay. 


Subscription vy em- 
ployees was voluntary. 
Representatives of in- 
surance companies 
doubted that 75% would 
participate. More than 
90% subscribed. 


One insurance magazine 
described the Associ- 

ated plan as “‘an achieve- 

ment unparalleled in in- 
surance history.” It has 

helped meet a widespread need 
for insurance among Associated 
employees, and to that extent 
has made them better employees. 
Better employees means better 
service for the public. 


Associated Gas & Electric System “m« 
61 Broadway, New York 


ing problems is to arrange for mutual 
concessions, or to make an offer of re- 


funding which will have some attraction 
for holders of outstanding securities. 


Is the “Gold Clause” Ineffective? 


AD the word “inoperative” been 
He= in the above inquiry, none 
but an affirmative reply could 
be given. It is clear that at present this 
provision is not functioning, as witness 
the rule adopted by the New York 
Clearing-House, where securities or cou- 
pons are sent to member banks requiring 
payment in gold, according to contract. 
The gold to make such payments cannot 
be obtained; and, whether this form of 
payment would be legal or not, the gold 
so acquired, in an amount exceeding 
$100, could not be lawfully retained. 
But the real test of the “gold clause” 
is yet to come. The Supreme Court of 
the United States will no doubt be 
called on to decide whether a bond or 
mortgage specifically payable in gold 
coin of the present standard of value 
can be discharged by payment in some 
other form of money. So far as 


domestic holders of such obligations are 
concerned, the question is of no im’ 


portance. But it does concern foreign 
holders, where the dollar cannot be con- 
verted into the exchange value in foreign 
currency at the former rate of parity. 

When the like question arose in the 
English courts, the decision was that 
payment could be made in paper. 

Although the Constitution of the 
United States forbids the states to pass 
laws impairing the obligation of con- 
tracts, this prohibition, except by a 
possible moral implication, does not pro- 
hibit Congress from doing what may 
not be done by the states. Should 
the issue go to the Supreme Court it 
would probably not hinge on the power 
of Congress in the premises, but 
whether a contract expressing one form 
of payment could be stretched to mean 
something else. 
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Are You Going to Get Your 


Share of Business in the Recovery? 


HETHER or not we have actually turned that long awaited ‘‘corner’’ 
it seems to be generally agreed that things are on the mend. Indus- 
trial production is increasing; more and more men are going back to work. 


How generously your bank will share in these better times depends upon 
how effectively you adapt your advertising and selling plans to new conditions. 


Now is a good time to consider the possibilities of your trust department 
as a source of profit to your bank and its stockholders. And here is a book 
which is the last word on trust development—tells you how to gauge the 
potential market for trust service in your community; tells how much it is 
worth while to spend getting it; and then goes thoroughly into the technique 
of advertising, merchandising and selling trust service. 


New Business for 
the Trust Department 


By THEODORE TEFFT WELDON 


THIS is the only book ever published which 
— takes up the whole sales problem of the trust 


\ department and discusses every phase and facet 
\ New Business for of this highly professional function. It attacks 
\ > the Trust Department the questions in their large sense as well as 
minutely and individually. It takes its theme 

from conditions as they are today, and is thor- 
Wek oughly up to the minute. 


Adyertiang, 


\ 


Aden unstr ation: 


PR OT TTS 
‘Theodore Teft Weldon 


Many Illustrations 


The book contains dozens of graphs, charts, 
illustrations, tables, advertisements, mailing 
pieces, record forms; and teems from beginning 

| tae eles unin to end with examples of successful practices and 
that Ted Weldon certainly plans. It should be read repeatedly, referred to, 
ieee ide cee. eae tle and become a text book for all trust officers and 
nga their assistants when considering the growth of 
book proves it. | am espe- their departments. It is invaluable to the 
cially intrigued by chapter seasoned solicitor, and a veritable gold mine of 
two. This ie the type of information to new salesmen. Advertising men 
analysis I have never seen will find it an inspiration in preparing copy. 
before. Directors and heads of banks will gain from it 
—DON KNOWLTON an authentic picture of the value of trust activity, 
and a gauge with which to measure the efficiency 
and soundness of the department's advertising 

and selling technique. 


BANKERS PUBLISHING COMPANY, 465 Main St., Cambridge, Mass. 
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Enthusiastic Reception for 
the only complete treatise on— 


New Business for 
the Trust Department 


By THEODORE TEFFT WELDON 


“I have awaited with a great deal of interest the 
publication of Mr. Weldon’s book, ‘New Business 


for the Trust Department.’ The book came to my Ww. E. BROCKMAN 
desk this morning and, after spending a large portion Assistant Secretary 3 
of the day in going through it, I am more than Northwest Bancorporation 


pleased with its contents.” Minneapolis 


“Mr. Weldon’s style is excellent, his exposition clear, 
and while one may not agree entirely with him he 
stimulates constructive thought in every chapter. It 
is a book that an executive can incorporate into his 

Ww. H. BROWN own thought and develop the ideas more thoroughly 

Assistant Vice-President in the weekly meetings of the trust representatives. 

Old Colony Trust Company It is not often that one has an opportunity to recom- 
Boston mend a book of this type so highly.” 


“TI certainly share your enthusiasm for Ted Weldon’s 
new book, ‘New Business for the Trust Department.’ 
It is seldom that one finds in one individual the 
various qualities that are combined to create this 
book. The sales, the advertising and the trust view- 
point are admirably combined in it in a very forceful 


and happy style. It is seldom that a trust man is TOWNER PHELAN 
also an advertising man and a salesman. Ted Weldon St. Louis Union Trust Company 
is all of these and the fact reflects in his book.” St. Louis 


Examine This Valuable New Book at Your Own Desk 


UT you don’t have to take the word of the publisher nor the recom- 
mendations of these men as to the value and usefulness of this new book. 
All you have to do is fill out and mail the approval order blank below and the 
book will come to your desk for ten days’ free examination. If it doesn’t 


come up to your expectations, you have only to return it and the transaction 
is closed. 


~------- APPROVAL ORDER - - - - - - - - 
BANKERS PUBLISHING COMPANY 
465 Main Street, Cambridge, Mass. 


Please send me for examination a copy of “New Business for the Trust Depart- 
ment” by T. T. Weldon. After ten days I will either return the book or send you 
my check for $5. 


Rak or Trt COMME 05 inci cs ss darssvmes eres 
pee er 


ee 





BANKING and COMMERCIAL LAW 


A MONTHLY REVIEW OF IMPORTANT DECISIONS OF INTEREST 
TO BANK EXECUTIVES 


PAYEE LIABLE WHERE HIS IN- 
DORSEMENT OBTAINED BY 
FRAUD 


Diamant v. Keane, Higbie & Co., 
Supreme Court of Michigan, 244 
N. W. Rep. 467 


HE payee of a check was held 

liable to the drawer of the check 

under the following unusual cir- 
cumstances: 

The plaintiff purchased shares of 
stock from the agent of broker A. He 
desired that the transaction be handled 
by broker B (the defendant) and ac- 
cordingly drew his check for the 
amount to the order of B. He delivered 
the check to the agent with instructions 
to turn it over to B. The agent, how- 
ever, delivered the check to A, his 
employer. The latter had the check 
certified and requested B to indorse it, 


explaining that it had been made pay- 


able to B through error. B, having no 
knowledge of the facts, assumed this 
to be true and indorsed the check, 
whereupon A collected it. A _ shortly 
afterwards became bankrupt. It was 
held that B, the defendant, was 
liable to the plaintiff. The defendant, 
by indorsing the check, had made it 
possible for A to obtain without right 
the plaintiff's money. 


Action by Nicholas S$. Diamant against 
Keane, Higbie & Company. Judgment 
for defendant, and plaintiff appeals. 

Reversed and remanded with instruc- 
tions. Argued before the entire bench. 

OPINION OF THE COURT 

NORTH, J.—The single question of 
law presented for determination in this 
case is: “Is the payee of a check liable 
to the maker thereof, who is a stranger 
to him, when the payee, without com- 
municating with the maker and with- 
out authority from him, indorses the 
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check to a third person, who procures 
the indorsement by misrepresentation 
and cashes the check?” 

Plaintiff purchased on margin through 
one Thomas J. Leach one hundred 
shares of stock of the Riverside Forge 
Company at a total cost of $3540, 
including commission. Leach was a 
salesman of Richman Phipps & Co. 
The company confirmed the purchase. 
Thereafter Leach informed plaintiff 
that he would be required to pay $1100 
for carrying this stock on margin. 
Plaintiff claims he had some doubt of 
either integrity or the financial responsi- 
bility of Richman Phipps & Co., and 
in consequence thereof he arranged 
through Leach to have the account 
incident to this stock transaction car- 
ried by another brokerage firm, Keane, 
Higbie & Co., defendant herein. With- 
out communicating in any way with 
defendant, plaintiff made his check for 
$1100 payable to defendant and de- 
livered it to Leach with instructions 
to turn the check over to defendant 
so that plaintiff's account could be 
carried by defendant on margin. It is 
a fair inference from the record that 
Leach failed to follow plaintiff's instruc- 
tions, and instead delivered the check 
to Mr. Richman Phipps. The latter 
presented the check to Mr. McNabb, 
secretary and treasurer of Keane, Higbie 
& Co., and requested the indorsement 
of the check by the payee. Richman 
Phipps at that time falsely represented 
to Mr. McNabb that plaintiff had in- 
advertently made the check payable to 
Keane, Higbie & Co. instead of to 
Richman Phipps & Co. The confirma- 
tion of this sale of stock by the latter 
company was shown to Mr. McNabb. 
An attempt was made by Mr. McNabb 
to call plaintiff on the telephone to 
verify the story of Mr. Richman Phipps. 
Unfortunately it developed that plain- 
tiff was out of the city, and Mr. Mc- 
Nabb did not get into communication 
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with him. Observing that the check 
was certified and evidently believing 
the facts to be as stated by Richman 
Phipps, the defendant indorsed the 
check without recourse. It was cashed 
by Richman Phipps & Co., which 
shortly thereafter became a bankrupt. 
Upon being advised of the indorsement 
of his check by defendant, plaintiff de- 
manded payment and later brought this 
suit. The declaration contains a special 
count in assumpsit and also the common 
counts. After hearing the case with- 
out a jury the circuit judge entered 
judgment for defendant, and plaintiff 
has appealed. 

The circuit judge based his finding 
for defendant upon his determination 
that plaintiff's negligence was the proxi- 
mate cause of the loss for which he 
seeks to recover. We quote the circuit 


judge’s finding in part: 

“He (plaintiff) gave this check to a 
man that he mistrusted, and only pur- 
chased the stock to get rid of him. 
While all of those things could happen 


and still the defendant be liable under 
these cases (Sims v. U. S. Trust Co., 
103 N. Y. 473, 9 N. E. 605; Bristol 
Knife Co. v. First National Bank, 41 
Conn. 421, 19 Am. Rep. 517; Bowles 
Co., v. Clark, 59 Wash. 336, 109 P. 
812, 31-L. R. A. [N. $.} 613), I 
think that this at bar should be decided 
by the facts that took place after the 
check was given and after it was signed 
by the defendant, and I believe that 
that is the test... . 

“Now, when it comes to the defend- 
ant, he has an obligation to the maker 
notwithstanding that he has had no 
contractual relations with him whatso- 
ever and is a perfect stranger; when 
he puts his signature on the back of 
the check and thus makes it possible 
for the check to be cashed, I think 
beyond all question he is liable. But 
the other legal proposition I think 
comes in there, and it must be the 
proximate cause or direct cause, his act 
must be the act. which causes the loss, 
and if the plaintiff's conduct is such 
that he either is doing something or 
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failing to do something, in either event 
is the real cause of the loss, notwith- 
standing the endorsement, then I think 
under those circumstances that the de- 
fendant is not liable. . . . The plaintiff 
then (after issuing the check) sits still 
and does nothing, does not inquire 
whether the check was deposited, does 
not make any offer to follow it up for 
a period of one month. For almost one 
month, there was no loss, there was 
no damage to the plaintiff, because at 
any time during that period the plain- 
tiff could have gone down and paid 
the balance and received his stock; 
could have gone down and found out 
that the check was not deposited with 
Keane, Higbie but was deposited with 
the other concern, could have changed 
his mind, closed his account and re- 
ceived his money less only what was 
the difference between the value of 
the stock at the time he purchased it, 
whenever he closed his account. The 
loss really comes about because of his 
(plaintiff's) failure to do anything after 
the check was indorsed.” 

While the effort of the circuit judge 
to shape the law to the equities of the 
case as he viewed them may be commend- 
able, we cannot overlook the importance 
of an established principle of the law 
of negotiable instruments or depart 
from principles which make for safety 
in the field of commercial activity. 
Surely there was nothing unusual in 
plaintiff's making his check payable to 
the broker with whom he wished to 
carry the account, nor was plaintiff 
negligent in placing this check in the 
hands of the stock salesman with direc- 
tions to deliver it to the defendant 
broker. We cannot agree with the 
circuit judge in holding that one who 
so uses his check must within a reason- 
able time resort to some follow-up in- 
vestigation for the purpose of ascertain- 
ing if there may not have been a mis- 
appropriation of the proceeds of the 
check. It would be an unndue hard- 
ship to impose such a rule of law upon 
the users of commercial paper in the 
business world. The following cases 
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hold that when the payee indorses and 
delivers the check to a third party such 
payee must account for the proceeds, 
at least to the extent that the one who 
signs the check is damaged thereby: 
Sims v. U. S. Trust Co., 103 N. Y. 
472, 9 N. E. 605; Bristol Knife Co. v. 
First National Bank, 41 Conn. 421, 
19 Am. Rep. 517; Bowles Co. v. Clark, 
59 Wash. 336, 109 P. 812, 31 L.R. A. 
(N. S.) 613. In the last case it is said, 
quoting syllabus: “The payee of a 
check drawn by a stranger to him is 
not a purchaser of the check nor a 
holder in due course, and if he receives 
it he is bound to account to the drawer 
upon demand.” 

Defendant stresses the claim that it 
did not receive any of plaintiff's money 
and in fact never had unconditional 
possession of plaintiff's check. But we 
think defendant’s indorsement, which 
not only enabled another to cash plain- 
tiffs check but was placed thereon for 
that express purpose, renders it liable 
the same as though defendant had ob- 
tained the proceeds of the check. This 
phase of the case is not unlike that in 
Earle v. Whiting, 196 Mass. 371, 82 
N. E. 32. “While the general rule is 
that this action (for money had and 
received) lies only where money has 
been received by defendant, the action 
may nevertheless be sustained where no 
money has actually passed but some- 
thing has been received as money.” 
45-0. 5. See, ao, 2 RB. ©. SZ. 782. 

A payee who receives and indorses a 
check and thereafter passes it to another 
cannot be heard to say that the check 
was not delivered to him. The Nego- 
tiable Instruments Law of Michigan 
provides: 


“Every person negotiating an instru- 
ment by delivery or by a qualified 
indorsement warrants: 

“Second, That he has a good title 
ae 

“Fourth, That he has no knowledge 
of any fact which would impair the 
validity of the instrument or render 
it valueless.” Section 9314, Comp. 
Laws 1929. 
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Stripped of all details, this record 
discloses that by indorsing plaintiff's 
check defendant enabled Richman 
Phipps & Co. to obtain without right 
plaintiff's money; and plaintiff may 
therefore look to defendant for the 
loss sustained. Notwithstanding de- 
fendant’s contention to the contrary, 
we think the amount of plaintiff's loss 
or damage is clearly established as being 
the amount of the check and accrued 
interest from the date of indorsement. 

Because security incident to the use 
of commercial paper requires adherence 
to the rule of the cases first above cited, 
we are constrained to reverse the judg- 
ment entered in the circuit court. It 
is so ordered, and the case remanded 
with instruction to enter judgment in 
accordance herewith. Plaintiff will have 
costs of both courts. 


SAVINGS BANK DEPOSIT IN 
TRUST 


In re Vaughan’s Estate, New York 
Surrogate’s Court, Kings County, 


260 N. Y. Supp. 197 


A statement, by one who has opened 
a savings account in her name in trust 
for her brother, to the effect that she 
wished the brother to have the money 
after she had no more use for it does 
not create an irrevocable trust under 
the statutes and decisions of New York. 
Such a trust is tentative merely, and 
is revoked by the brother’s death before 
that of the depositor. In such event 
the estate of the depositor is entitled 
to the deposit as against the estate of 
the brother. 

If the brother in this case had sur- 
vived the sister, he would have been 
entitled to the deposit. His right to 
the deposit would have become absolute 
upon her death. 


OPINION OF THE COURT IN PART 


WINGATE, S.—The depositor was 
a lady of advanced years and feeble 
health, living alone on the _ top 
floor, back, of a rooming house on 
Greene avenue in this city. She had 
been unemployed for about nine years 





EXAMINATIONS - SYSTEMS - TAXES 
FOR 


Banks and Trust Companies 
McARDLE & McARDLE 

ACCOUNTANTS AND AUDITORS 
Forty-Two Broadway, 


prior to her death, and was dependent 
for her daily needs solely on the small 
property which she possessed. A por- 
tion thereof had apparently come to 
her on the death of a brother, Charles, 
by the medium of a savings bank trust 
which he had created for her. She 
had two other brothers, Leonard and 
Herbert. Certain investments which 
she had made through the instrumental- 
ity of the former had proved unfortu- 
nate, and at some undisclosed time she 
opened a savings account in her name 
“in trust for” the latter, retaining the 
book in her own possession up to the 
time of her death except for occasional 
temporary custodial purposes. On 
several occasions she told her physician 
of the opening of the account “so she 
would make sure Mr. Herbert Vaughan 
would get it.” She also made similar 
statements to the woman in whose 
house she was a tenant (S. M. 22), it 
being her desire that he “receive all 
that she had left.” It seems apparent 
that on at least one occasion she drew 
moneys from this account for her own 
purposes. 

Aside from the foregoing, the only 
testimony elicited on behalf of respond- 
ent which possesses any particular 
relevancy to the decision came from 
the mother of the latter, and reads as 
follows: 

“Q. Did Edith Vaughan (the deposi- 
tor) say in the presence of Herbert 
Vaughan that she had given that book 
for Herbert? A. She said in the 
presence of Herbert before me _ that 
she had fixed Herbert up in the 
Brevoort Savings Bank the same as 
Charley had fixed her up and Herbert 


New York City 


was standing getting something out of 
the closet; he was not three feet 


“Q. Do you know how Charley had 
fixed her? A. Why, put it in trust for 
Edith. 

“Q. He had opened an account in 
trust for Edith? A. Yes.” 

While “no particular form of words 
is necessary to constitute a trust... 
the . . . words relied upon must be 
unequivocal.” Martin v. Funk, supra. 
It has certainly not been demonstrated 
that the decedent had any intention to 
vest in Herbert any rights in the ac- 
count in presenti. His interest in the 
fund was to be solely in futuro, on her 
death (Sullivan v. Sullivan, 161 N. Y. 
567), and its extent was to be the 
sum which might remain therein after 
her lifetime needs were satisfied. There 
is here shown neither “an explicit de- 
claration of trust,” nor “circumstances 
which show beyond reasonable doubt 
that a trust was intended to be created” 
(Beaver v. Beaver, supra), which was 
to take effect prior to Edith’s death. 

All that the testimony demonstrates 
is that she wished him to have the 
money remaining in the account after 
she had no more use for it. This is 
far from a demonstration that she 
intended to vest in him a_ present 
right to the fund so as to make herself 
guilty of a substantial theft if she used 
any part of it for her own necessities. 
Farleigh v. Cadman, 159 N. Y. 169, 
173-174, 53 N. E. 808; Willis v. 
Smyth, 91 N. Y. 297, 300. Nor does 
it appear from the testimony that 
“Charley had fixed her up” with an 
irrevocable trust. There is no pre- 
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sumption that a savings bank trust is 
of such a variety, and it is equally or 
more plausible, on the testimony, to 
believe that he had benefited her only 
by the usual form of savings bank trust, 
in which her interest matured only on 
his death. If such was the fact, her 
actions in respect to Herbert corre- 
sponded precisely to those of her 
brother Charles in respect to her. Had 
Herbert survived his sister, he would 
have received the sum remaining in the 
account in the same manner that she 
received the balance in the account 
opened by Charles. The only circum- 
stance which defeated this result was 
that Herbert predeceased her. On well- 
settled authority, this terminated his 
interest in the tentative trust, and his 
estate possesses no interest therein. 
Matter of United States Trust Co. of 
New York, 117 App. Div. 178, 181, 
102 N. Y. S. 271; Garvey v. Clifford, 
114 App. Div. 193, 196, 99 N. Y. S. 
55; Cunningham v. Davenport, 147 
N. Y. 43, 45, 41 N. E. 412, 32 L. R. 


A. 373, 49 Am. St. Rep. 641; Matter 
of Bulwinkle, 107 App. Div. 331, 334, 
95 N. Y. S. 176; Matter of Duffy, 127 
App. Div. 74, 75, 111 N. Y. S. 77. 


There remains for consideration 
merely the contention of the respondent 
(the brother’s estate) that the by-laws 
of the Brevoort Savings Bank were in 
such form as to alter the method of 
devolution of this account as provided 
by usual rules of law. The particular 
by-law relied upon, and which was 
printed in the passbook of the deposi- 
tor, read: 

“6. On the decease of any depositor 
the amount standing to the credit of 
the deceased shall be paid to his or 
her legal representative, except in case 
of an account in trust for another. 

“In the event of the death of the 
trustee the total amount to the credit 
of the deceased shall be paid to the 
person for whom the deposit was made 
unless other further notice of the ex- 
istence and terms of a legal and valid 
trust shall have been given in writing 
to the bank; in the event of the death 
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of the trustee and the person for whom 
said deposit was made, the amount 
thereof shall be paid to the legal repre- 
sentative of such person.” 

The claim is made that the final 
clause quoted constituted a contract 
between the depositor and the bank 
which had the effect of altering the 
natural method of devolution of this 
property as declared by the courts of 
this state as hereinbefore noted. 

It is freely admitted by the respond- 
ent that this clause is as capable of 
the construction of referring to the 
death of her beneficiary after the death 
of the depositor as to that of his death 
before. It is contended, however, that 
“there would be no purpose in this 
provision unless it contemplated the 
case of the beneficiary dying before the 
trustee, because, where the beneficiary 
survives the trustee, he would be en- 
titled in his own right to the fund, 
and, of course, if he should subse- 
quently die, it would, like all the other 
assets of his estate, go to his legal 
representative. In other words, the 
provision as to payment in the case 
of death of both the trustee and the 
beneficiary would be entirely super- 
fluous were it limited to the case of the 
beneficiray surviving the trustee.” 

In substance that position is that 
the clause should be construed as mean’ 
ing a devolution different from the 
one the law would prescribe, since, if 
it be construed as merely declaratory 
of the existing law, it would be a need- 
less superfluity. 

This argument entirely loses sight 
of the fact that the other two provisions 
of the printed by-laws, providing that, 
on the death of an ordinary depositor, 
the amount of the account shall be paid 
to his estate, and, in the ordinary case 
of a trust deposit, that it shall be paid 
to the named beneficiary, are both 
merely declaratory of the law. 

In the opinion of the court, the re- 
sponden has wholy missed the purpose 
of the entire provision. Its sole object, 
so far as it goes, is to advise interested, 
presumably lay, parties of the manner 
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in which the law would dispose of the 
bank deposit on the stated contingencies 
which are most likely to happen. 
Section 262 of the Banking Law 
provides that “the board of trustees 
of a savings bank may from time to 
time make by-laws, rules and regula- 
tions, not inconsistent with law .. . 
for the repayment of deposits, subject 
to the provisions of sections two hun- 
dred and forty-eight and two hundred 
and forty-nine of this article. . i 
Subdivision 2 of the latter section con- 
tains a provision which is substantially 
the same as the first clause of the 
second sentence of the quoted by-law. 
Without deciding that a by-law 
which provided for a devotion of the 
ownership different from that directed 
by law would be illegal and beyond 
the power of the savings bank, it is 
sufficient to say that there is an ex- 
tremely strong inference that the inclu- 
sion of the last-quoted clause had no 
such object in view and was merely 
intended, like its fellows, to inform 
the depositor and others interested of 
the method of disposal which the law 
would enforce on the particular con- 
tingency envisaged, namely, that, if 
the depositor died, and his death was 
followed by that of the named bene- 
ficiary before the latter had reduced 
the deposit to possession, the estate of 
the beneficiary would receive the avails. 
It follows, therefore, that, since the 
decedent made no valid gift of declara- 
tion of express trust of the savings 
account during her lifetime and the 
tentative cestui que trust predeceased 
her, the funds in the account passed to 
her estate, and the executor is entitled 
to recover the indicia of ownership 
thereof. Proceed accordingly. 


SET-OFF BY INDORSER AGAINST 
INSOLVENT BANK 
Lewis v. Potter, Court of Common 
Pleas of New Jersey, 164 Atl. 
Rep. 574 


The indorser of a note held by the 
receiver of an insolvent bank cannot 
set off his deposit in the bank against 
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his liability as indorser unless it appears 
that the maker is insolvent. 

Action by Walter Lewis, receiver 
of the First National Bank & Trust 
Company of Woodbridge, against Mrs. 
Lewis E. Potter and another, indi- 
vidually and as administrators of the 
estate of James E Berry, deceased. 

Judgment for the plaintiff. 


OPINION OF THE COURT 


LYON, J.—This action was brought 
by the plaintiff as receiver of the First 
National Bank & Trust Company of 
Woodbridge against the defendants, 
who were the maker and indorsers of 
a promissory note in the sum of 
$656.32. The note was dated November 
13, 1931, and payable February 13, 
1932. The bank was closed by the 
Comptroller of the Currency on No- 
vember 30, 1931, and the plaintiff was 
appointed receiver on December 2, 
1931. 

The defendant, Jennie B. Potter, one 
of the indorsers, seeks to set off against 
the claim of the plaintiff the amount of 
her deposit in the bank of $520.83. 

The question which arises, therefore, 
is whether an indorser of a promissory 
not, who is liable only as indorser, can 
set off his account against a claim of 
a receiver of an insolvent national bank 
upon said note. 

This right of set-off, if it exists at all, 
must be under the New Jersey act con- 
cerning set-offs, Comp. St. 1910, vol. 4, 
page 4836, § 1, which provides “that 
if any two or more persons be indebted 
to each other, such debts or demands 
not being for unliquidated damages 
may be set off against each other.” 

The set-off exists only by virtue of 
statute, and was unknown at common 
law. Roseville Trust Co. v. Barney, 
89 N. J. Law, 550, 99 A. 343; Curtiss 
Warner Corp. v. Thirkettle, 99 N. J. 
Eq. 806, 134 A. 299, affirmed. 101 
N. J. Eq. 279, 137 A. 408. 

The statute of set-off applies only 
to mutual indebtedness. Yeskel v. 
Gross, 105 N. J. Law, 308, 144 A. 
SEZ. 
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In the case of Van Wagoner v. 
Paterson Gaslight Co., 23 N. J. Law, 
283, so elaborately quoted by counsel 
for defendant, it is held that all cross- 
demands, provided they be mutual, shall 
be set off. 

“The relation between a bank and its 
general depositors is that of debtor and 
creditor, and the bank may set off 
against a general deposit a debt due 
to it from the depositor.” Tufts v. 
People’s Bank, 59 N. J. Law, 380, 35 
A. 792; Roseville Trust Co. v. Barney, 
supra; Curtiss Warner Corp. v. Thir- 
kettle, supra; Campbell v. Watson, 62 
N. J. Eq. 396, 50 A. 120. 

While there is a mutual relation 
between a bank and its general deposi- 
tors so that the bank may set off 
against a general deposit a debt due 
to it from a depositor, does that mutual 
relationship extend to a bank and a 
depositor whose debt is only contingent 
and can be enforced against the deposi- 
tor only in the event that the principal 
debtor is insolvent? 

The Negotiable Instruments Act, 3 
Comp. St. 1910, p. 3742, § 63, pro 
vides that “a person placing his signa- 
ture upon an instrument otherwise than 
as maker, drawer or acceptor is deemed 
to be an indorser, unless he clearly indi- 
cates by appropriate words his inten- 
tion to be bound in some other capacity.” 

The same act on page 3743, § 70, 
provides that “presentment for pay- 
ment is necessary in order to charge 
the drawer and indorsers,” and, further, 
section 89, p. 3745, provides that, 
“when a negotiable instrument has been 
dishonored by non-acceptance or non- 
payment, notice of dishonor must be 
given to the drawer and to each in- 
dorser, and any drawer or indorser 
to whom such notice is not given is 
discharged.” 

Furthermore, in the event of judg- 
ment against maker and indorsers and 
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execution thereon, the amount must be 
made first against the maker before re- 
course can be had to the _indorsers. 
3 Comp. St. 1910, p. 4061, § 35. 

In Paton’s Digest of Legal Opinions, 
No. 2943, it is stated: “Where the 
depositor is endorser on a note of a 
solvent maker some cases hold that the 
right of set-off does not exist.” Thomp- 
son v. Union Tr. Co., 130 Mich. 508, 
90 N. W. 294, 97 Am. St. Rep. 494; 
Jack v. Klepser, 196 Pa. 699, 46 A. 
479, 79 Am. St. Rep. 699; Steelman v. 
Atchley, 98 Ark. 294, 135 S. W. 902, 
32 L. R. A. (N. S&S.) 1060; New 
Farmer's Bank’s Trustee v. Young, 100 
Ky. 683, 39 S. W. 46. 

He also states in Opinion No. 2944 
that “it is questionable whether a de- 
positor who has endorsed such a note 
can have its set off against his deposit 
in the insolvent bank unless the maker 
is insolvent.” Van Wagoner v. Pater- 
son Gaslight Co., 23 N. J. Law, 283; 
Scott v. Armstrong, 146 U. S. 499, 13 
S. Ct. 148, 36 L.. Ed. 1059; In re 
Hatch, 155 N. Y. 401, 50 N. E. 49, 
40 L. R. A. 664; Davis v. Industrial 
Mfg. Co., 114 N. C. 321, 19 S. E. 371, 
23 L. R. A. 322; Borough Bank of 
Brooklyn v. Mulqueen, 70 Misc. 137, 
125 N. Y. S. 1034; Building, etc., Co. 
v. Northern Bank of New York, 206 
N. Y. 400, 99 N. E. 1044. 

Since the obligation of an indorser to 
the bank is contingent only, depending 
on the solvency of the maker, and since 
that obligation is further contingent 
on presentment for payment and notice 
of dishonor, and further on an exhaus- 
tion of the maker’s resources, before 
recourse can be had to the indorser, 
it does not seem that the relation be- 
tween such an indorser and the bank 
which holds the paper is a relationship 
contemplated by our act concerning 
set-offs. 

Judgment should go, therefore, to the 
plaintiff. 
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A MONTHLY SURVEY OF CURRENT FINANCIAL, ECONOMIC AND 
POLITICAL EVENTS IN OTHER LANDS 


N event of American origin has 
Ar the cause of great disturb- 
ance in the world’s exchanges 
of late. Reference is made to the 
abandonment of the gold standard by 
the United States of America on April 
20. This step caused a rise in the 
value of the pound sterling, the French 
franc and of other currencies either on 
the gold standard or substantially stabi- 
lized. This development has led to 
something in the nature of a currency 
battle, the dollar depreciating and the 
other currencies rising. The latter 
tendency has been combated vigorously 
in some cases, notably in England, 
where the stabilization fund has been 
largely increased to prevent the appre- 
ciation of the pound sterling above a 
level held desirable by the financial 
authorities of that country. 

The action of America in depart- 
ing from the gold standard, not as a 
matter of necessity but of choice, has 
occasioned considerable surprise in many 
foreign circles and in some of them 
unsparing condemnation. Criticism of 
the refusal of the American Govern- 
ment to pay interest coupons on its 
obligations in gold, although gold is 
expressly stipulated in these obligations, 
has been especially severe, the terms 
“repudiation” and “default” being fre- 
quently employed. This criticism has 
had no effect in swaying the determina- 
tion of America to keep a tight fist 
on its huge gold stock. 

Not adding greatly to the amenities 
of the situation has been the retort 
made by America that other countries 
have not regarded their gold contracts 
as binding, the English courts even hav- 
ing declared that a bond payable in 
sterling gold coin of the value existing 
in 1928 could be discharged in paper. 
The British also charge that France, 
having borrowed of them francs of a 
certain value, contended that payment 
in francs of a lower value was quite 


proper. It will be seen that the subter- 
fuges being resorted to in all these 
cases add to the world’s uncertainties 
and disturb credit. 

Interest is centering on the World 
Economic Conference, scheduled to meet 
at London on June 12. Preliminary 
to the assembling of the conference, 
meetings have been held at Washington 
between President Roosevelt and repre- 
sentatives of a number of foreign coun- 
tries in an attempt to agree on a proce- 
dure which would, to the extent pos- 
sible, assure the success of the confer- 
ence in advance. While it appears at 
present that the American Government 
will not enter into a discussion of 
world debts at the conference itself, 
it may consent to consider them through 
diplomatic channels at or near the time 
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the conference assembles. Tariffs and 
currency stabilization and the price level 
will chiefly occupy the attention of the 
conference, with an effort to arrive 
also at some agreement about disarma- 
ment—a subject which, however, will 
have to be referred to the Geneva 
Disarmament Conference for an actual 
decision. 

Prior to the London convocation 
efforts were made by the American 
Government to institute a tariff truce 
which would halt further increase of 
tariff duties before the London meeting. 
These efforts were measurably success- 
ful, but England made the reservation 
that the truce should not affect negotia- 
tions already pending. An agenda pre- 
pared for the London Conference by 
a preparatory commission of experts 
recommended a tariff truce, and also 
said: “The object of the conference, 
as far as tariff policy is concerned, must 
therefore be to reach a general agree- 
ment for the reduction of tariffs and 


to maintain more moderate tariff policy 
in the future.” In the opinion of this 
commission other restrictions on inter. 
national trade must be removed. On 
this point the commission said: “We 
are therefore unanimous in affirming 
the necessity that action for the removal 
of restrictions on international trade 
(prohibitions, quotas, exchange restric. 
tions, etc.) should be taken as soon as 
possible and continued on progressively 
wider lines as the other causes of the 
present economic disorganization are 
mitigated or removed.” Upon the suc- 
cess of this conference, in the belief 
of many, will depend whether the 
nations of the world are gradually to 
move in the direction of a measurable 
degree of co-operation and recovery, 
or whether they*are to enter into a 
competitive struggle by continuing exist- 
ing restrictions, and possibly by adding 
to them, accompanied by a race in 
currency depreciation, with all the 
ruinous consequences such a _ course 
would probably entail. It will there- 
fore be seen that the World Economic 
Conference is confronted with a situa- 
tion of the utmost gravity, and hopes 
for the success of the conference will 
be entertained by alli who are genuinely 
desirous of seeing a restoration of the 
international equilibrium. Careful prep- 
aration has been made for the London 
Conference, and this affords ground 
for expecting that its deliberations will 
not be sterile. 

_ Germany’s new government has been 
the source of much concern in interna: 
tional circles of late. Some of the 
doings of Chancellor Hitler have been 
of a spectacular character and have 
occasioned speculation as to whether 
his acts are merely the manifestations 
to be expected on his rather sudden rise 
to autocratic power, or whether they 
represent his settled policy in domestic 
and world affairs. An answer to this 
question may be had in the near future 
when Germany’s course at the World 
Economic Conference and at_ the 
Geneva Disarmament Conference be- 
comes more clearly revealed. 
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Japan and China continue their un- 
oficial war, the advantage being largely 
with the Japanese arms. Controversy 
has arisen over the Chinese and Eastern 
Railway, overtures for the purchase of 
Russia’s interest having been made by 
Japan. The Chinese, on the other 
hand, claim their right to acquire Rus- 
sian interest in the line. 

In the western hemisphere the un- 
oficial conflict in process for some time 
between Bolivia and Paraguay has be- 
come official on behalf of the latter 
country. Efforts to reconcile the dif- 
ferences between these two nations are 
being made hy the League of Nations. 


GREAT BRITAIN 


While it has been the usual pre- 
occupation of financial experts to pre- 
serve a high exchange value in the 
quality of their country’s currency, 
England has of late been grappling with 
a reverse problem—to keep the pound 
sterling from too great an appreciation. 
This policy rests upon the belief— 
which does not receive universal accept- 
ance—that depreciated currency gives 


to a country a positive and permanent 
advantage in its export trade. Not 
much confirmation of this theory is 
afforded by statistics. The British do- 
mestic exports for April, 1933, were 
down to £26,390,000, compared with 
£32,830,000 for October, 1931, the 
month immediately following suspension 
of the gold standard, and the figures 
for January, February and March of 
the present year are also below those 
of October, 1931. Imports, on the 
other hand, for the first four months 
of 1933 are well below those of the 
later months of 1931, but here the 
tariff has had its effect. Of course, 
both with respect to imports and ex- 
ports, general world conditions have 
affected British trade, irrespective of 
either the tariff or currency policy. 
Preliminary figures of the Board of 
Trade show an “unfavorable” balance 
of trade of £21,230,000, compared with 
£19,812,000 in the previous month and 
£14,420,000 for April, 1932. With 
the exception of September, 1932, the 
domestic exports for April of this year 
were below those of recent years. 
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While the estimates for the 1933-34 
budget, on the basis of existing taxa- 
tion, show a decline of £31,800,000 
compared with the preceding year, ex- 
penditures show a decline of £79,400,- 
000 of the new budget, The Statist 
(London) remarks: 

“If Mr. Chamberlain’s second budget 
may be regarded as one of the most 
uninspiring of the postwar period, it 
nevertheless marks a turning-point in 
the history of British public finance. 
It is the first of many in which the 
cost of the supply services has not 
shown an ominous expansion, the first 
in which there has been any striking 
reduction in the burden of the national 
debt and the first since the depression 
in which the general level of taxation 
has not been increased. And if it is 
far from being a strictly orthodox 
budget, it is not one which can be 
described as dishonest, or one which 
lends countenance to the reckless pro- 
posals of deliberate unbalancing recently 
advocated in certain quarters. 

* * *k * 

“Having produced, if only on paper, 
a surplus of £17,300,000, the Chancel- 
lor proceeds to relinquish £14,000,000 
of it by reducing the beer duty. He 
does not do so out of any special 
consideration for the working man, 
and still less out of any consideration 
for the brewer, who indeed, by com- 
parison with his counterpart in other 
industries, deserves no favor. The 
Chancellor has acted simply in the 
interest of the treasury—the decline 
in the consumption of beer, arising 
partly from excessive taxation and 
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partly from profound changes in social 
habits, has been so progressive (having 
been as much as 33 per cent. since 
1929) that no Chancellor, as Mr. 
Chamberlain stated, can afford to wait 
any longer before taking some measure 
to ‘safeguard the revenue of the future.’ 
It is to be doubted whether Mr. Cham- 
berlain has not hesitated a little too 
long.” 

The 1932-33 budget contained an 
item of £29,000,000 for “payment to 
U. S. Government”—an item omitted 
altogether in the budget for the current 
fiscal year. 


GERMANY 


The transfer of practically unlimited 
power in recent months into the hands 
of Chancellor Hitler, while seemingly 
received with considerable satisfaction 
within Germany itself, does not appear 
to be regarded in other lands with equal 
approval. It remains to be seen what 
are to be the policies of the new gov- 
ernment with respect to international 
affairs, in the domain of both politics 
and economics. At present the chief 
concern of the German government 
is being displayed in its own internal 
development. One fact, however, is 
outstanding: while countries whose eco- 
nomic conditions are, on the whole, 
much better have abandoned the gold 
standard—from necessity in the case 
of Great Britain and from choice in 
that of the United States—Germany’s 
disastrous experience with inflation in 
the past has caused the authorities to 
stick to the gold standard. In view 
of very large foreign obligations pay- 
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able in gold, this may prove far from 
an easy task. Although in recent 
months exports have shown a substan- 
tial increase, they do not compare 
favorably with the same months of last 
year, while in the first quarter of 
the present year the excess of exports 
over imports has averaged only some 
38,000,000 marks. According to a re- 
cent announcement Germany will not 
meet its foreign debt service in gold, 
but on an exchange basis. 


FRANCE 


To preserve the gold standard in the 
face of what has recently happened 
constitutes a major problem of present- 
day French finance, the disposition of 
the authorities being to remain on the 
gold standard permanently, or at least 
so long as circumstances will permit. 
There is a disposition to hoard gold 
in some of the European countries, and, 
as France is one of the few countries 
from which gold may be had, this 
hoarding tendency may increase the 
difficulties of the Bank of France in 
holding its stock of the metal, large 
as it is. 





Fluctuating exchanges and the im- 
pending adoption of an unbalanced 
budget are retarding French industrial 
gains after several months of continued 
advance. Business as a whole is in- 
clined to suspend action pending clari- 
fication of official policies and exchange 
developments, especially as public opin- 
ion is divided on the desirability of a 
gold embargo despite the government's 
announced opposition. The govern- 
ment admits that, in spite of all efforts, 
the 1933 budget will show deficit on 
paper of over 4,000,000 francs and that 
the actual deficit will probably be larger. 
The unfavorable trade balance con- 
tinues to grow, the excess of imports 
over exports being 3,300,000,000 francs 
for the first three months of this year 
compared with 2,100,000,000 francs for 
the corresponding period of 1932. This 
deficit to a large extent also is no longer 
covered by a favorable balance of in- 
visible items as was formerly the case. 


ITALY 


The Italian situation has been 
brightened considerably by the heavy 
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influx of tourists and by other items, 
such as a slight decrease in unemploy- 
ment and increased productions of pig 
iron, sheets, steel, alloys, cements, 
superphosphates, paper, gasoline and 
electricity. Business conditions in six 
out of the nine principal districts of 
Italy are reported as slightly better, 
while in the remaining districts they 


are unchanged. Collections are a little 
easier and in some districts credits more 


available. Bankruptcies are fewer in 
number and of considerably less im- 
portance. The 1932 company reports, 
including Italian banks and industrial 
institutions, show remarkably good re- 
sults for the larger undertakings, with 
most of them maintaining previous 
year’s dividends, though generally on 
slightly lower net profits. The budget 
deficit has continued to increase and 
now stands at 3,000,000,000 lire. ‘The 
statement of the Bank of Italy is en- 
couraging. Reserves equal 50 per cent. 
of obligations and metallic gold covers 
49 per cent. of circulation. The foreign 
trade deficit is less than that for the 
first three months of last year. Port 
activities during the first three months 
this year were considerably increased 
over those of last year and idle tonnage 
is lower. The latest official figures 
show a slight increase in unemploy- 
ment, but unofficial reports indicate 
improvement during the last few weeks 
and agricultural activities now being 
started will help the situation further. 
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The reports of leading Italian banks 
are of special interest. They confirm 
the impression that ‘Italy is weathering 
the crisis with a marked degree of 
success. 

First of all, the monetary situation has 
stood the strain, and was stronger in 
March, 1933, than it had been before 
since the war. 

The report of the governor of the 
Bank of Issue makes this clear. At the 
end of 1932 the reserve affording cover 
to the notes and all other sight liabili- 
ties of the bank had risen to 5,839- 
500,000 lire in gold, in addition to 
which it held 1,304,500,000 in equiva- 
lent securities, a total of 7,144,000,000, 
equal to 46.71 per cent. of the liabili- 
ties covered and in excess of the legal 
requirement by 1,026,200,000 lire. At 
the date of the bank’s assembly (March 
30, 1933) the ratio ofthe gold reserve 
to total sight liabilities and to the notes 
in circulation stood respectively at 43.40 
per cent. and 49.00 per cent., as com- 
pared to the 40 per cent. prescribed 
by law. The 312,300,000 lire in gold 
acquired by the bank during the year 
and up to March 25, 1933, were 
obtained by purchase in the market of 
gold coins and other gold. 

The report of the Credito Italiano 
takes a hopeful view of the business 
outlook, as evidenced by the following 
quotation from the report: “A coun- 
try so much less rich than others in 
national resources and so much poorer 





, ay 
n 


-rgq © 


FINANCIAL SITUATION ABROAD 


in capital has been enabled to resist, 
with comparative success, the economic 
storm; limit the reduction of industrial 
output; increase agricultural production; 
successfully maintain the gold parity 
of its currency; and safeguard its credit 
by the punctual payment of private and 
public debts, without resort to reduc- 
tions, moratoria or other dangerous ex- 
pedients.”” 

The report of the president of the 
Bank of Naples shows what an im- 
portant part that public utility corpo- 
ration plays in the development of the 
economic, and more especially the agri- 
cultural, activities of the southern pro- 
vinces. Since 1926, when its issue 
privilege was abrogated in favor of the 
Bank of Italy, the Bank of Naples has 
been able to develop and multiply its 
work on behalf of the region it serves, 
and its deposits have increased nearly 
threefold. Its turnover during 1932 
amounted to 94,000,000,000 lire, dis- 
counts to 3,746,000,000, advances to 
1,698,000,000, and term transactions 
to 2,508,000,000. Business transacted 
through correspondents amounted to 
20,097,000,000 lire. 

In the five years since it was opened 
in 1928, the agricultural credit section 
has loaned farmers 1,022,000,000 lire 
for working capital and improvements, 
and has been active in assisting them 
to market their crops profitably. It has 
also assisted in refunding previous in- 
debtedness. The land credit section, 
opened two years ago, is now playing 
an important part in the reorganization 
of landed estates to meet changed con- 
ditions. 

Emigrant remittances in 1932 re- 
mained approximately at the high level 
touched in 1931, notwithstanding the 
serious depression in the countries 
whence they come. The number for 
the year stands at 165,865 for amounts 
totaling 307,000,000 lire, a reduction 
of 15,000,000 lire as compared to 1931, 
due exclusively to the restrictions on 
foreign exchange transactions enacted 
in the South American countries. 

The leading commercial deposit bank, 
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the Banca Commerciale Italiana, gives 
special prominence in its report to the 
part played by the financing corpora- 
tions, the Istituto Mobiliare Italiano and 
the Istituto di Ricostruzione Industriale, 
in strengthening business enterprises, 
which have thus been enabled to fund 
their floating debts and clear up their 
financial position with a view to adopt- 
ing long-range programs. While this 
action has enabled the deposit banks 
to devote their main attention to short- 
dated credit operations, it has paved 
the way for the gradual demobilization 
of the financial groups holding business 
securities. The report examines the 
lines on which the new financing insti- 
tutes are proceeding. 


THE NETHERLANDS 
Commenting on the effect of recent 


developments in the United States, the 
Financial and Economic Review of the 
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EIGHTY YEARS 
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Amsterdamsche Bank says 
tables omitted) : 

After giving for week after week 
no occasion for any remark whatsoever, 
the returns of the Nederlandsche Bank 
began towards the end of February to 
exhibit some change. It was then that 
the withdrawals of gold commenced, 
which continued for some little time. 

The diminution in the gold reserve 
was a consequence of movements in the 
rates of exchange; belgas and French 
francs in particular oscillating for a 
time above the gold export point. This 
is discussed in more detail in the fol- 
lowing chapter, but it may be men- 
tioned here that the withdrawal of gold 
was encouraged by the general feeling 
of unrest which was awakened when 
the United States placed an embargo 
upon the export of gold, and the banks 
in that country were closed. A de- 
mand arose for gold, in Holland as 
elsewhere. In so far as the home 
market is concerned the Nederlandsche 
Bank did not meet this demand, as it 
only provides gold for export, when 
the rates of exchange give occasion for 
it. The consequence was that private 
purchasers bought gold in France—as 
well as in England—notwithstanding 
the rise in the rate of exchange on 
Paris. On the ground of this rise, 
gold was thereupon withdrawn from 
the Nederlandsche Bank, while at the 
same time gold was drawn from Paris 
by other institutions, as high prices 
were being paid in the open market. 
This must have increased considerably 
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the private gold reserve in this country. 

A subsidiary factor was the existence 
of a feeling of anxiety as to the Dutch 
guilder, the reason for which it is not 
easy to understand. There is no direct 
connection whatsoever between the 
dollar and the guilder, so that even 
if a depreciation of the dollar was 
feared, there was no reason to antici- 
pate that the guilder would go the 
same way. From the figures of foreign 
trade . . . it will be seen that Dutch 
exports to the United States are of rela- 


. tively little account, so that from this 


side there was nothing to be feared for 
the guilder in case the dollar should 
fall. Holland has, of course, large 
amounts in America in the form of 
investments, but the country has been 
able to stand the total loss of its hold- 
ings of Russian securities—estimated at 
1,000,000,000 guilders—the inflation in 
Germany, and the depreciation of the 
Austrian, British and French currencies, 
without putting the guilder in danger. 
It is certain, therefore, that it would 
also have been able to bear, with equal 
safety for the currency, any possible 
loss on its American investments. 

Our banking system is sound. The 
position of most of the banks is so 
liquid that they could even meet, out 
of their cash resources and immediately 
realizable assets, a call for the total 
amount of their deposits. The figures 
quoted above show the position of the 
Nederlandsche Bank itself. The cover 
for all obligations payable on demand 
—that is to say bank notes and balances 





i eennneeiectinpeete anni Rae ernie ane eee 


FINANCIAL SITUATION ABROAD 


in current account—amounts to 83 per 
cent., whereas the law requires only 
40 per cent. Foreign bills and balances 
in other countries are not reckoned as 
cover. Should foreign creditors call in 
their balances, therefore, or should 
other countries sell off Dutch securities, 
the Nederlandsche Bank would be able 
to meet a very large proportion of 
these calls in gold. With the present 
ratio between gold and obligations the 
Nederlandsche Bank could pay out 
‘something like 800,000,000 florins in 
gold without endangering the legal 
reserve. 


AUSTRIA 


The first quarter of the current year 
showed no improvement in the basically 
unsatisfactory financial and industrial 
situation in Austria. Among the most 
important developments during this 


period was the program of banking 
reform, involving the lending of 140,- 
000,000 schillings by the government 


and 40,000,000 schillings by the Na- 
tional Bank to make possible the 
liquidation of frozen assets of Austrian 
banks. The government also issued 
an announcement at the end of March 
that it was unable to meet the proposed 
obligations in the Creditanstalt settle- 
ment and requested a downward re- 
vision from the foreign creditors. The 
policy of the Austrian National Bank 
in relaxing the severity of the exchange 
restrictions was continued during the 
quarter, as two important decrees were 
issued, one allowing tourists to cash 
their foreign exchange at the regular 
rate, plus a premium representing the 
approximate depreciation of the schil- 
ling in foreign markets, and the second 
decree extending this privilege to Aus- 
trians receiving payments from abroad. 
The foreign exchange holdings of the 
Austrian National Bank showed very 
little change during the quarter under 
review. The actual holdings of foreign 
exchange rose from 188,472,000 schil- 
lings on December 31, 1932, to 188,- 
539,000 schillings on March 31, 1933. 
Discounts decreased from 379,447,000 
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schillings to 286,618,000 schillings dur- 
ing the quarter, while the circulation of 
paper currency increased from 913, 
755,000 schillings to 919,098,000 schil- 
lings. The proportion of cover im- 
proved from 21.6 per cent. on Decem- 
ber 31, 1932, to 23.6 on March 31, 
1933. 

The preliminary report of the Aus- 
trian National Bank for 1932 indicates 
net profits of 3,129,000 schillings, as 
compared with 3,086,000 schillings in 
1931. A dividend of 6 per cent. is 
proposed, which is the same as in the 
preceding year. 


SWEDEN 


From the Quarterly Report of the 
Skandinaviska Kreditaktiebolaget the 
following information is obtained re- 
garding conditions in Sweden: 

If the year 1929 is taken as a basis 
of comparison, Sweden’s foreign trade 
last year showed a marked change in 
an adverse direction. In regard to 
several of the countries which play a 
leading part in Sweden’s foreign trade, 
notably Great Britain, Germany and 
France, the importance of the Swedish 
market has increased during the last 
three years or so, whereas Sweden's 
exports to those countries have been 
reduced. Partly owing to trade bar- 
riers in foreign countries, the Swedish 
balance of trade for last year showed 
an over-balance of imports of about 
203,000,000 kronor, out of which sum 
about 115,000,000 kronor were paid 
for by the net export of securities. 
The balance of trade for the last 
quarter was relatively favorable for 
this season. This, however, was due 
in part to the mild winter weather, 
which afforded exceptionally favorable 
opportunities for shipping. 

The economic situation in Sweden 
during the last few months has shown 
but little change. The reports from 
the labor market seem to indicate that 
unemployment—setting aside seasonal 
fluctuations—has scarcely increased since 
the autumn of 1932, and indeed that 
it has diminished somewhat during the 
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past quarter. The number of unem- 
ployed at the beginning of March was 
nevertheless between 180,000 and 190,- 
000, inclusive of unorganized workers. 


MEXICO 


Business in Mexico continues to show 
a favorable trend. The general level 
of wholesale and retail sales is reported 
by various department stores and cham- 
bers of commerce as being higher than 
a year ago. Although exports since 
the beginning of the year have been 
lower in comparison with those a year 
ago, late gains have been registered, 
with coffee, sugar, bananas and gar- 
banzos figuring prominently in the out- 
bound movement. Imports have been 


larger during the current year than 
in the corresponding period of 1932. 


INTERNATIONAL 


INDUSTRIAL BANK OF JAPAN. Toyotaro Yuki, 
governor of the bank, stated in his report to 
the shareholders: “In the semiannual report 
we find that the gross earnings reached 22,- 
276,482 yen, as against gross expenses of 
20,175,543 yen, showing a net profit of 
2,100,938 yen, to which must be added a 
balance of 1,236,149 yen, brought forward 
from the preceding term, bringing the total 
of 3,337,088 yen, which is the net profit for 
the latter half of the year 1932. Setting 
aside 500,000 yen for various reserve funds, 
and 1,272,088 yen to be carried forward to 
the next term, a sum equal to six per cent. 
per annum on the paid-up capital has been 
designated as dividend to the shareholders.” 


Mitsur Bank, Limitep. Gengemon Mitsui, 
president of this bank, said at the general 
meeting of shareholders, May 1: “Coming 
now to the figures on the balance sheet of 
the bank, the total deposits stood at 687,- 
640,000 yen at the end of the term, showing 
a gain of 66,880,000 yen over that of six 
months ago, This is chiefly due to increase 
in fixed and special current deposits. Loans 
and discounts excluding call loans amounted 
to 429,880,000 yen, revealing a recession of 
11,360,000 yen in comparison with those of 
the previous period, while foreign bills pur- 
chased increased by 7,970,000 yen to 62,- 
770,000 yen. The net profit for the term 
may be considered as fairly satisfactory, in 
view of the increasing deposits and easier 
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Renewed industrial activities, particu- 
larly in Monterrey, Orizaba and Mexi- 
co City, and a substantial gain in 
freight car loadings on the national 
railways of Mexico provide further fea- 
tures of general economic improvement. 
The credit and collection situation 
shows no appreciable change; collections 
are reported good for sales made within 
the past six or eight months, difficulties 
being limited in the main to older 
accounts. Prospects in the textile in- 
dustry are regarded as brighter owing 
to lowered stocks. This is attributed to 
the part-time basis of operation in many 
mills during the past year or more and 
to recent sales of goods in amounts 
exceeding the rate of production. An 
increased scale of operations is accord- 
ingly in prospect. 


BANKING NOTES 


monetary conditions prevailing throughout the 
period.” 


Union BANK oF SCOTLAND. The 103rd an 
nual meeting of this institution was held at 
the head office, Glasgow, May 4. The chair- 
man, the Right Hon. Viscount Novar, K. T., 
in submitting the report of the directors, said: 
“If you will now look at the profit and loss 
statement and the directors’ report you will 
see that the profit for the year is £10,000 
down at just under £320,000. We have 
again reduced bank offices by £15,000 and 
heritable property by £10,000, instead of 
£15,000, and these reductions have, of course, 
been given effect to in the balance-sheet. We 
have also placed to inner reserves, as a pro’ 
vision against contingencies, the sum of 
£50,000—a very desirable policy in these 
dificult times. We recommend that the 
usual allocation of £25,000 should be made 
to pensions and allowances fund, and have 
pleasure in recommending the same dividend 
as last year—namely, 18 per cent.—which 
leaves our carry forward £111,000, £4000 
higher than the amount brought forward from 
last year. You will observe that we have 
made full provision for bad and doubtful 
debts, and I may say that the present excess 
value of investments over the figure at which 
they stand in the balance sheet is a very 
considerable one, although I have already 
expressed my doubt as to the permanency of 
that appreciation.” 
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CANADIAN SERVICE 
for AMERICAN BANKERS 


In 1859, the Bank of Montreal—then an in- 
stitution of 42 years’ experience—- opened its 
Agency in New York. This office, and the 
Bank’s offices later established at Chicago and 
San Francisco — coupled with its nation-wide 
system of branches in Canada—provide Ameri- 
can banks and financial houses having dealings 
in the Dominion with a service unexcelled in 
scope —a service backed by organization, re- 
sources and reputation. 


BANK OF MONTREAL 


Established 1817 


Total Assets in Excess of $750,000,000 


HEAD OFFICE: MONTREAL 
New York Agency: 64 Wall St. 


Chicago Office: 27 South La Salle St. 


San Francisco Office: 333 California St. 


Current Conditions in Canada 


changed only slightly, but a hope- 

ful attitude is taken toward the 
outcome of the impending World Eco- 
nomic Conference, which is considered 
to be more promising because of the 
friendly spirit engendered by President 
Roosevelt’s conversations with represen- 
tatives of foreign governments. The 
Business Summary of the Bank of Mon- 
treal comments as follows: 


Tiss trade situation in Canada has 


No material change has occurred in the 
trade situation in Canada, but in business 
circles generally there has appeared lively 
hope that out of the momentous happenings 
in the United States and the important in- 
ternational conferences that are taking place 
some degree of trade revival may occur in 
the not remote future. In support of this 
change in the outlook is the general recogni- 
tion that the forthcoming World Economic 
Conference in London is given greater prom- 
ise of success by the conversations of Presi- 
dent Roosevelt with representatives of many 
foreign governments and by the atmosphere 
of amity and good will which pervades these 


meetings. Canada should profit largely and 
speedily from any amelioratory measures 
adopted by the Conference. 

Meanwhile, the advent of spring helps to 
ease conditions by reopening some channels 
of trade and supplying new avenues of em- 
ployment, and the advantages which the Em- 
pire trade agreements give to many important 
Canadian products in British markets are 
showing promise of becoming more apparent 
as time passes. 

The early opening of navigation has re: 
vived activity and increased employment at 
St. Lawrence River and lake ports. Pros- 
pects seem fairly bright for a satisfactory ship- 
ping season in volume of traffic. Wheat 
available for export in Canada on March 
31 was estimated at 312,819,000 bushels, or 
66,668,000 bushels more than a year ago, 
the increase coming from the larger crop of 
1932. A considerable cattle export trade is 
expected. During the winter months 9958 
head were shipped through Saint John and 
Halifax, and as many as 35,000 head are 
estimated as the export from Montreal the 
coming season. A stimulus to Empire trade, 
in which Canada will participate, may reason- 
ably be anticipated from the action of the 
British government in prohibiting the import 
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into Great Britain from Russia of many com- 
modities of which Canada is a large pro- 
ducer. Among these are wheat, timber, 
poultry, butter, barley, oats and articles manu- 
factured wholly or partly of wood or timber. 

Favorable features continue to mark 
Canada’s external trade, especially so in the 
case of exports. In March, for example, the 
value of Canadian produce exported, $36,- 
579,000, was only 8 per cent. less than in 
the corresponding month in 1932, a compara- 
tively small decrease, the decline in these 
exports in the last twelve months having 
been 18 per cent. For the month there was 
an excess of domestic exports over imports 
of $3,785,000, while in this month last year 
imports exceeded exports by $17,688,000, 
the improvement in the balance of trade 
having been $21,473,000, a remarkable gain. 
March concluded the fiscal year, throughout 
which there was a continuous decline in 
value of foreign trade and a steadily rising 
favorable balance. Aggregate value of ex- 
ternal commerce in this period was $887,- 
035,000, compared with $1,166,058,000 in 
the year 1931-32, being a decrease of $279,- 
023,000, about 24 per cent. Excess of 
domestic exports over imports was $67,693,- 
000, compared with an excess of imports of 
$2,148,000 in the preceding fiscal year, being 
a gain in the balance of $69,841,000. 

No enlargement in railway traffic and earn- 
ings has yet set in. Since the beginning of 
this year to April 8 the decrease in loadings 
from last year was 113,638 cars, or 20 per 
cent., and in coke alone do increased load- 
ings appear. 

The trend of commodity prices encourages 
hope that a rising tendency has set in. In 
March the Dominion Bureau of Statistics 
index number of wholesale prices rose to 
64.4 from 63.6 in February, being the most 
substantial advance since August, 1929. In 
Great Britain and the United States also the 
price index has risen during the first half 
of the current month. 


This institution, under date of May 
9, presents the following information re- 
garding the crop outlook: 


Owing to a backward spring, agricultural 
operations throughout the Dominion have 
been delayed from one to three weeks later 
than usual, but conditions in other respects, 
especially in regard to moisture, are gen- 
erally favorable. In the Prairie Provinces 
the seed bed generally is in good condition 
and moisture conditions are better than for 
the past few years, but warm weather is 
needed to promote growth. Pastures in most 
parts of the Dominion have wintered well, 
but in Southern Saskatchewan and Manitoba 
it is reported that growth so far has been 
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negligible. Orchards in Ontario, British 
Columbia and the Maritime Provinces have 
also wintered satisfactorily. In Quebec 
Province seeding will not be general for an- 
other two weeks. In Ontario fall wheat 
fields are looking exceptionally promising, 
and wheat, alfalfa and clover have come 
through the winter better than was antici 
pated. In the Maritime Provinces little 
work has been done on the land except in 
the southern part of Nova Scotia, where an 
early spring is reported. In British Colum. 
bia seeding is now general, although the sea- 
son is two to three weeks later than usual. 


The May Monthly Letter of the 
Canadian Bank of Commerce gives a 
fairly favorable report on industrial and 
mining conditions. 


Automobile production has increased; that 
in March, while one-fifth less than in the 
corresponding month of last year, was prac- 
tically double that in February. A number 
of our branches in the smaller industrial 
centers report slightly greater activity, par- 
ticularly in the textile trades. The newsprint 
mills entered upon their busiest season in 
March with a consequent rise in their out 
put, although it has run in recent months 
about 20 per cent. below that in the like 
period of 1932 and is now being sold at a 
lower price, not only because of reduced 
quotations, but also because of the drop in 
the premium on American funds in which 
most of the product has been sold; even 
what is left of this advantage will disappear 
if publishers in the United States are suc: 
cessful in their efforts to have new contracts 
based upon payments in Canadian funds. 
A marked revival has occurred in lumbering 
operations from the exceptionally low point 
to which they had sunk in the early part of 
the winter; the March cut in British Colum- 
bia, though well below normal, was nearly 
double that of the preceding month, while 
a market has been found for some of the 
large mill stocks in eastern Canada. The 
prospects for the building and engineering 
trades, as well as for lumbermen, have im- 
proved somewhat owing to an increase in 
the volume of new construction work con- 
tracted for in April, the value of which, 
while somewhat less than in the like month 
of 1932, was nearly three times greater than 
in any preceding month of this year. 


Conditions which brought an end to 
the depression of 1921-24 are recalled 
by the Monthly Review of the Bank of 
Nova Scotia, which suggests that noth- 
ing more fortunate than a repetition of 
these factors could occur in 1933. 
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FOREIGN BANKS ARE INVITED TO CORRESPOND WITH 


The Central Bank of India, Limited 
Bombay (India) 


UR close contact with the commercial activities with five 
Offices in the City and various Branches in other parts of 
India, puts us in the best position to serve you. 
S. N. POCHKHANAWALA, Managing Director 


The discrepancy between the prices of 
farm products and those of manufactured 
goods has been very much wider for fifteen 
months past, at least in Canada, than at 
any time during the depression of 1921-24. 
There is no question that the depression is 
more intense today than it was nine years ago. 

As with our present perspective we look 
back upon the conditions of 1924, we see 
clearly that the gloomy forebodings at that 
time had no sound basis. Within a few 
months of the serious disturbance of the pub- 
lic mind, which these unfounded rumors pro- 
duced, the horizon cleared as if a miracle had 
been performed. The change was signalized, 
and to no small extent brought about, by 
circumstances which abruptly raised the prices 
of farm products, during the last nine months 
of 1924, by nearly 50 per cent., thus restor- 
ing the purchasing power of the rural com- 
munities, in terms of manufactured goods, 
approximately to the 1920 level. 

It is difficult to conceive of anything more 
fortunate that could have happened in 1924. 
It is difficult to conceive of anything more 
desirable today. Such an event, if it could 
now be repeated, would, of itself, do much 
to bring about a restored economic equilib- 
rium in Canada. While no man would be 
so rash at this stage as to prophesy that 1933 
will see such a development (for the likeli- 
hood of bitter disappointment following upon 
such a forecast is obviously too great) never- 
theless, as has already been suggested above, 
we shall the more clearly visualize our pres- 
ent situation, if at this stage we consider 
briefly what were the forces which so changed 
the situation in 1924. 

Two factors stand out most prominently: 
in the first place, the conception and im- 
plementation of the Dawes Plan; in the 
second place, the shortage in the cereal har- 
vest of 1924. These two things together, 
the first-named by greatly strengthening the 
financial resources of the great food-deficiency 
population in Europe, the second by lessen- 
ing available supplies of cereals, did much at 
that time to restore the needed economic 
equilibrium. 

With regard to the former it will be 


remembered that during the French invasion 
of the Ruhr and the final inflationary orgies 
of the mark the purchasing power of the 
German people shrank at an alarming rate, 
so that in the latter part of 1923 some 20,- 
000,000 of them had been compelled to live 
under conditions nearly resembling starva- 
tion, and that in several of the countries 
bordering upon Germany, somewhat similar 
conditions prevailed. 

It will also be remembered that, following 
the adoption of the Dawes Plan in 1924, the 
purchasing power of the German people re- 
vived very rapidly. Employment increased, 
and under-nourishment became a thing of 
the past. As evidence of the quickening of 
business, it may be stated that, between De- 
cember 31, 1923, and December 31, 1924, 
the total currency circulation in Germany in- 
creased by no less than 88 per cent. A cor- 
responding quickening occurred in the coun- 
tries bordering upon Germany. Indeed it is 
not too much to say that business became 
more active and employment more general all 
over the world. 

Meanwhile, in the very weeks in which 
the Dawes Plan was being put in operation, 
it became evident that the world’s harvest of 
cereals in 1924 was destined to fall far short 
of expectations. In the case of wheat, con- 
sidered alone, if we compare the 1924 figures 
with those of 1923, the deficiency was 385,- 
000,000 bushels, or slightly more than 11 
per cent. In that of other cereals, barley, 
rye, corn and oats, the proportionate de- 
ficiency was as great or even greater. With 
more money to spend, the wheat consumers 
of the world discovered that smaller supplies 
were being brought to market, not of wheat 
only, but of the chief cereal substitutes for 
wheat as well. This combination of circum- 
stances sufficed, in the latter part of 1924, to 
drive up the prices, not of wheat only, but 
of all cereals and of most other agricultural 
products, thus doing much to restore equilib- 
rium between agriculture and industry. A 
statesmanlike agreement between the repre- 
sentatives of half-a-dozen of the powers com- 
bined with the vagaries of the weather to 
bring about economic recovery. 
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THE BANK AND ITS EQUIPMENT 


A MONTHLY DEPARTMENT DEVOTED TO BANK ARCHITECTURE 
AND MODERN BANK EQUIPMENT 


Recording Safe Deposit Transactions 


VERY bank having a safe. deposit can remember practically every cus- 


E vault is, whether realized by the 
bank officers or not, practically in- 
suring each customer, for the small sum 
of $2.50 to $50 (according to the size 
of the box) the safe-keeping of all box 
contents against theft or fire. Mr. 
Banker for $5 may be insuring the valu- 
ables of John Jones to the extent of 
$100,000 in bonds and _ negotiable 
papers. Incidentally he never knows how 
much insurance he is giving Jones, and 
never will unless something happens. 
Due to this fact it cannot be too forcibly 
drawn to the attention of every bank 
oficer that every safeguard should be 
built around his vault for his own pro- 
tection as well as the customers’. 

The directors of every bank when 
building a vault do not pinch pennies in 
construction. They provide doors and 
walls practically impregnable by fire, 
bombing or earthquake. They wire it 
with expensive alarms, and pay detec- 
tive agencies annual fees for protection. 
Bank vaults cost anywhere from $25,000 
to several millions, according to size and 
surroundings. Now all burglars are not 
safe-crackers, and, because these expen- 
sive vault doors stand wide open dur- 
ing banking hours, the identity of every 
visitor should be known and recorded, 
whether he is a box renter or not. 
Proper recording of all transactions per- 
taining to boxes and the activities of 
their renters is necessary if the advan- 
tages of a well-organized safe deposit 
department are to be realized. 

In thousands of banks throughout the 
United States it is standard practice to 
depend upon the memory of a vault 
officer, and hold him responsible for as- 
certaining whether or not the key is 
presented by the proper party, without 
securing receipt for entry. Many vault 
officers have remarkable memories and 


tomer, but can they always connect the 
face with the proper number? 

Assume that a bank has a vault with 
1000 boxes and therefore 1000 numbers. 


TUUEEELELE LLL 


TREELUULLLLL ALLL 


Courtesy Remington-Rand, Inc. 
Kardex panel in use, showing make-up of 
name listing, etc. 


When a customer rents a box he may 
get any one of these 1000 numbers. For 
example, he may get number 393, 933 
or 339. Ask Mr. Banker if he ever 
called a telephone number by memory 
and transposed the figures. Then ask 
him if he thinks it is possible for a vault 
employe to remember and connect each 
face with its proper number when there 
are a possible million combinations of 
face and number on 1000 boxes, or, if it 
is 5000 boxes, 25,000,000 possible com- 
binations. If this is not possible, and 
999 men out of 1000 will admit this 
fact, should bank officers hold their 


vault employes responsible if they do 
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remember the face and fai! to remember 
the number? 

Let us illustrate this by a true case. 
In a certain town in the United States 
a well-dressed man walked into the bank 
vault and presented the key to a certain 
box. He was admitted to the box. 
About a month later a wild-eyed man 
rushed into the president's office of the 
“memory” system safe deposit vault 
bank in question and announced that 
$30,000 worth of negotiable Liberty 
Bonds were missing from his box. The 
president said it was impossible, since 
no one else could get into the box, and 
he was asked to prove that he had placed 
the bonds in the box. This he was able 
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to do, as they had been purchased 
through the bank and one of its assist 
ant cashiers had been with the man 
when he placed them in the vault. The 
bank officials said they were sorry and 


the customer started suit. Rather than 
have their looseness aired in court the 
bank settled for the full amount. The 
sum of $30,000, or 6 per cent. on $500, 
000 was a nice sum to write off on the 
Profit and Loss sheet for the year. Even 
though they had fought the case and 
won, it would have been at a terrible 
cost in the loss of prestige and the con 
fidence of their customers. 

Compare this case with that of an 
other bank, when a gentleman of un 
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Courtesy Remington-Rand, Inc. 


Compact Kardex cabinets hold a complete record of a bank’s safe deposit business. 


doubted standing in the community and 
an officer of a large corporation advised 
the president that $5000 worth of bonds 
had been taken from his box. In this 
case the president, without getting flus- 
tered in any way, asked the customer 
the date on which the bonds had been 
placed in the box. The reply was, 
“January 15.” The president called the 
vault officer on the phone, gave him the 
number of the box, and asked for full 
information on that box since January 
15. 

When this was brought in, the presi- 
dent proceeded to show his customer 
just how the vault was operated and 
how it was absolutely impossible for 
any unauthorized person to get into that 
particular box. He showed him that be- 
sides himself only one other person had 
entered and that was his wife on May 
24 and June 15. - The customer left and 
returned later, very much crestfallen and 
ashamed. His wife, on being severely 


cross-questioned, had finally admitted, 
although previously having denied, that 
she had taken the bonds and sold them 
to pay bills about which her husband 
knew nothing. 

Incidentally, this bank president pro- 
duced the only records that will stand 
in a court of law, namely, the signed 
visitation slip and permanent visitation 
record. 

The question will be asked: how is it 
possible for any one to get a key and 
connect the key with the proper bank? 
Thousands of secretaries, stenographers 
and clerks have access to vault keys. 
Others are lost. In many cases they 
could easily be stolen. Many actual oc- 
currences rather than any theory prove 
the truth in these statements. 

Complexity of system should be 
avoided. Safe deposit records should 
be simple and easy to keep, yet be sufh- 
ciently complete and precise to protect 
the interests of both the bank and the 
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customer. In other words, there should 
be just enough red tape to protect the 
customer and to decrease rather than 
increase the liability of the bank. When 
the banker has done his duty with this 
provision, he can leave the rest to the 
indemnity company. 

The method herewith outlined is ab- 
solutely foolproof and the bank need 
have no further worries, if it is followed 
out in detail. Each box is equipped 
with two locks, necessitating the use of 
two keys, one held by the customer, the 
other the “master” or “pass” key held 
by the bank. This pass key is kept by 
the officer in charge of the safe deposit 
department, and admittance to any box 
cannot be had except through the use of 
this pass key. Boxes are numbered, let 
us say, from 500 to 1500, and, after de- 
ciding on the size of the box wanted, a 
renter is assigned to box No. 1006 and 
is then required to pay in advance for 
the rental. When this particular safe 
deposit system is used, this is what takes 
place “behind the scenes”: 


The agreement, or contract, between 
the renter and the bank is so drawn that 
it stipulates the rights and privileges of 
the renter and establishes the limits of 


responsibility of the bank. Statement 
of the conditions or terms of the lease, 
including rental rate and period of 
lease, is made. At expiration, accept- 
ance of a succeeding period’s rental 
automatically renews the agreement for 
such period. Lines are provided for 
the signatures of the renters, and pro- 
vision is made for the signatures of the 
deputy or deputies who are to have ac- 
cess to the box. In addition to estab- 
lishing identity of entrants by signa- 
tures, other customary identification 
data for both renters and deputies are 
entered. Revocation of deputy or depu- 
ties must always be made in writing, and 
are indicated on or attached to the con- 
tract. There are four different types of 
contract, alike in most respects, but dif- 
ferent as to the basic contract. They 
are as follows: 

Buff—Corporation, bank or firm. 

Green—Two or more persons or 
partnership. 
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Salmon—Husband and wife as joint 
tenants. 

White—One person or single entry. 

The original copy of the contract or 
agreement is folded and filed numeri- 
cally in front of the Kardex pocket. This 
file then becomes not only the numerical 
record of boxes, but also the signature 
file. After the contract is written up, 
a Record of Entry card is made out, 
typed with box number only. This 
Record of Entry card is placed in back 
of the pocket and becomes the record of 
visits to the box. 

As a running ledger account must be 
kept of each box renter, a 6 x 4 card is 
provided for the purpose, and is filed 
alphabetically. Both a numerical and 
alphabetical record of box renters has 
now been established, providing by cross 
reference a double check for accuracy 
and protection, both to the bank and 
customer. 

When William Farrell comes in, he is 
required to write his signature and the 
number of his box on the Entrance Slip 
provided. Mr. Farrell’s box number is 
1006, and the vault attendant in charge 
stamps the date and time on this en- 
trance slip, checks the signature with 
the proper contract by box number and, 
if it is found correct, O. K.’s the en- 
trance to the vault. At the same time a 
check mark or symbol is placed on the 
Record of Entry card in a small block 
under the proper date. These cards 
are designed to provide space for a four- 
year record, two years on each side. A 
check mark in any of the columns indi- 
cates that a visit was made to the box on 
that date, while, if two or more visits 
were made to the box on any one day, 
the number of check marks indicate the 
number of calls. 

The entrance ticket serves a threefold 
purpose: (1) identification, (2) posting 
ticket to renters’ Record of Entry card 
and (3) daily record of visits. 

If there is any question as to the 
identity of the visitor, the signature is 
a safe check-up. 

At the end of the day the entrance 
tickets are filed chronologically, in a 
vertical file. Therefore, if occasion 
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should ever arise to know who had ac- 
cess to the safe deposit vault on a given 
date, it may be readily ascertained. 


BANK VAULTS AND SAFES AT 
WORLD'S FAIR 


Tue York Safe and Lock Company, in- 
corporated in York, Pa., in 1882, builder 
and manufacturer of the world’s largest 
vaults, has leased space for a compre- 
hensive exhibit of its complete line of 
bank vault and safe-deposit vault equip- 
ment, burglarproof and fireproof safes 
and chests, fireproof vaults, etc., at the 
International Exposition, Chicago, 1933. 

The space reserved by the York Safe 
and Lock Company will be adequate to 
exhibit a line of products of this com- 
pany, interesting not only to bankers 
but to mercantile establishments and to 
individuals in all walks of life. The 
range of this company’s products covers 
the field from the very largest vaults to 
the smallest safes. 

From a modest beginning in a small 
plant in York, Pa., S. Forry Laucks, per- 
sonally, has directed the growth of the 
company and brought it to the position 
of one of the leaders in the industry. 
Its products not only enjoy a nation- 
wide distribution but are found in prac- 
tically all of the most progressive nations 
abroad. 

Only recently this company completed 
the shipment of the largest vault in- 
stallation in the world—the vaults of the 
Bank of Japan in Tokyo. York vaults 
are to be found in practically all of the 
principal cities of Japan and China. 
They are to be found in Manila as well, 
and in nearly all the countries of Cen- 
tral and South America and all the prin- 
cipal ports of the West Indies. European 
markets also have been carefully de- 
veloped. 

The newer types of office building 
construction have created a need for 
safes of a type adapted to such buildings, 
and the exhibit of the York Safe and 
Lock Company will include a range of 
sizes of these safes, together with the 
newer types of interior arrangements to 
conform to standard office practice. 
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Chain stores too have their peculiar 
problems in connection with the protec- 
tion of their receipts from loss, both from 
hold-up and burglary, and the York Safe 
and Lock Company will exhibit a com- 
plete range of steel chest equipment. In 
fact plans are practically completed to 
make this exhibit as educational as any 
safe and vault display heretofore as- 
sembled. 

It will be remembered that the York 
Safe and Lock Company with its splen- 
did exhibit won the grand prize at the 
Panama Pacific Exposition in San Fran- 
cisco and also the grand prize at the In- 
ternational Exposition in Barcelona, 
Spain, in 1928-29. 


THE BANK HOLD-UP MENACE 
THE Diebold Safe & Lock Company 


offers the following interesting informa- 
tion as to the number and type of 
bank hold-ups in the last two years 
and the rise in the rates of protective 
insurance. 

Did you know that: 

1. 89 per cent. of bank hold-ups for 
two years ending August 31, 1932, took 
place in banks where only six people or 
fewer were on duty? Of these hold-ups 
29.2 per cent. where there was only one 
employe on duty, 34.2 per cent. where 
there were only two employes on duty, 
17.38 per cent. where there were only 
three employes on duty and 19.22 per 
cent. where there were four to six em- 
ployes on duty. 

2. For the two years ending August 
31, 1932, the number of bank hold-ups 
in small cities predominated? Here are 
the figures: 75.41 per cent. in towns of 
less than 10,000, 5. 61 per cent. in towns 
of 10,000 to 50,000, 11.55 per cent. in 
branch banks in suburban areas and 7.43 
per cent. unclassified. 

3. For the year ending August 31, 
1932, bank hold-up losses increased 17 
per cent. and bank burglary losses in- 
creased 25.4 per cent. compared with 
the year ending August 31, 1931? 

Since 1921 bank burglary has been 
declining. Another increase is expected 
during the current year. It always will 
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Note—The rates shown are basic—no discounts taken into consideration. 














be essential for banks to be protected 
against both hold-up and_ burglary. 
Crime takes the course of least resistance. 

4. For the year ending August 31, 
1932, 88 per cent. of bank robberies were 
daylight hold-ups and 12 per cent of 
bank robberies were night burglaries? 

5. Since 1927 bank hold-up insur- 
ance rates have increased as much as 
1000 per cent.—average increase 621 per 
cent? 

Since May 1, 1927, bank hold-up basic 
insurance rates have increased in some 
territories as much as 1900 per cent. 
Think of it, in a span of six years. The 
average increase in rate the country over 
is 621 per cent. The table on page 612 
gives you a picture of the rate situation 
at a glance. 


REMODELED BANKING 
QUARTERS 


THE First National Bank at Troy, Pa., 
achieved a complete transformation of 
its banking room and 40 per cent. added 
usable space with very little structural 
change. A new entrance and stairway 
to upper floors were required, also a 
one-story rear addition and new steel 
windows in the banking room. The old 
rear partition of the banking room was 
removed, leaving a new column and 
beam in its place, and locating the new 
rear partition 14 feet farther back. The 
existing marble wainscot and check desks 
on the right were left in place. 

A new vault, 8 by 15 feet inside, was 
constructed, using a modern vault door. 
Burglar alarm and daylight hold-up pro- 
tection were included. The old marble 
was reset for the new banking screen 
with a new low-type top and complete 
new tellers’ counters. 

Other new items include a vestibule, 
offices, comfort rooms, three safe deposit 
booths, new finish floors throughout, new 
and more powerful lighting fixtures, 
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One of the new Cashgard Chests just 

put out by the Diebold Safe & Lock 

Company, Canton, O. These chests are 

described in the Equipment Notes on 
page 615. 


wiring, draperies, redecoration of walls 
and ceiling and refinishing of existing 
mahogany furniture to match the new 
silver-gray oak cabinet work. The total 
cost to the bank of this remodeling was 
$22,029.47. 

The remodeling was designed, exe- 
cuted and decorated by the Tilghman 
Moyer Company, Allentown, Pa., and 
was completed in September, 1932. 


—@ — 


The mysteries of the gold standard have 
not been penetrated by a South Richmond, 
Va., grocer and one of his customers. 

The grocer was behind his counter one day, 
soon after the country went off the gold 
standard, and was approached by a customer, 
who had $25 in gold in his hand. 

“Here, take this and let me have some 
bills,” the customer said. “The country’s off 
that gold standard and I want some of the 
other kind of money in place of this gold.” 

“No,” the grocer replied. “I'd better hold 
on to what I've got. That gold wouldn't do 
me any good, either."—New York Times. 


THE BANKERS MAGAZINE 


Upper picture: Banking room of First National Bank of Troy, Pa., before remodeling. 
Below: The same room after its transformation. The work was planned and executed 
by the Tilghman Moyer Company. 
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Bank of Nutley, Nutley, N. J. Charles A. Holntes, architect, N. Y. Formerly of 
Holmes and Winslow. 


EQUIPMENT NOTES 


RETAIL merchants, wholesalers, manufactur- 
ers and banks will be interested in the new 
line of explosive-resistive Cashgard Chests 
bearing the Underwriters’ Laboratories 
“X-60" label, announced by the Diebold 
Safe & Lock Company, Canton, O. Each 
chest is scientifically designed to make the 
maximum interior capacity conveniently avail- 
able for the protection of money, securities 
and valuables. 

These new chests are granted the lowest 
mercantile (Class “F”) and bank (Class 
“H") burglary insurance rates. They pro- 
vide their users with known and measured 
protection against the most severe attacks. 

Hold-up protection is combined with 
burglary protection in Diebold ““X-60" Cash- 
gard Chests. Combined hold-up and bur- 
glary protection in one unit is quite essential 
when one remembers that criminals take 
“the easiest way.” 

The “X-60" is only one of many lines of 
Diebold Cashgard Chests. There is a type 


and size for every risk. The complete line 
will be displayed in the Diebold booth at the 
World’s Fair in Chicago. 


A. J. KENNER, vice-president of the Foote- 
Adap-Table Systems Co., recently announced 
that this system of audit control has been 
adopted by the Central Hanover Bank and 
Trust Co., in New York City. 


THE York Ice Machinery Corp., of York, 
Pa., recently installed in the new Govern- 
ment Archives Building in Washington, D. 
C., a system of air conditioning which will 
keep Government records in a perfect state 
of preservation. This new equipment re- 
moves the excessive moisture in the air during 
the summer months and adds moisture dur- 
ing the winter months, thus preventing the 
drying out of paper fibres through artificial 
heat. It is stated that this air conditioning 
system is adaptable for banks. 





WHAT THEY SAY 


SIGNIFICANT EXTRACTS FROM CURRENT COMMENT 


GETTING OUT OF THE 
DEPRESSION 


“It is the natural instinct of business 
men to do business. Everybody wants 
to do business, and this is a powerful 
force for enlarging trade. The problem 
of getting out of the depression has 
never been a problem of applying a 
stimulus to business, but of removing the 
obstacles which have held it back, in- 
terfered with the exchange of goods and 
services and curbed the natural enter- 
prise of the people.”"—wNational City 
Bank, New York. 


A DEFINITION OF “SOUND 
MONEY” 


““A sound money is one in which all 
people at home and abroad have endur- 
ing confidence because of their full faith 
that it will continue to serve adequately 
as a medium of exchange and a standard 
of value. Historically it has been re- 
peatedly demonstrated that the continued 
maintenance of such confidence depends 
on two requisites. The first is that the 
money shall be based on something of 
intrinsic value such as gold, usually 
through free convertibility into coin or 
bullion. The second and more impor- 
tant requisite is that the quantity of the 
money and the bank credit based upon 
it shall be kept under complete control 
and closely adjusted to the needs of 
agriculture, industry and trade.”—Col. 
Leonard P. Ayres, vice-president, Cleve- 
land Trust Co. 


THE ONLY REAL GUARANTY 
FOR BANK DEPOSITS 


“It is fundamental that the only real 
guaranty for bank deposits is good 
banking. Deposit guaranty is not good 


banking. It is an attempted substitute 
for good banking. The guaranty of de- 
posits cannot be made to take the place 
of sound public banking policies. 
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“Good banking, like good health, can- 
not be created by post mortem measures 
to make good for the ravages of previous 
bad habits or conditions. The time and 
way to guard against banking troubles 
is by applying sound habits, principles, 
safeguards and forehanded methods as 
an inherent part of banking operations 
themselves.”—Francis H. Sisson, presi- 
dent, American Bankers Association; 
vice-president, Guaranty Trust Com- 


pany of New York. 


DANGERS OF ISOLATION 


“I fear the policy of extreme isolation 
as the greatest danger to world peace 
and as more seriously threatening the 
world with bankruptcy than war it- 
self.”.—Hon. Cordell Hull, Secretary of 
State. 


THE WORLD’S FRAME OF MIND 


“The world has rarely been in a less 
secure frame of mind than in the pres 


ent hour.”—New York Herald-Tribune, 
May 6. 


WORLD CURRENCY STABILIZA- 
TION 


“One point emerges from the present 
welter: the need throughout the world 
of a basis of currency stabilization. It 
is devotedly hoped that the World Eco- 
nomic Conference will address itself to 
that supreme problem with all the assi- 
duity it can command. 

“If means can be found to effect sta- 
bilization of the leading currencies in 
terms of gold and we are asked to accept 
a basis of exchange our past experiences 
have shown to be not incompatible with 
our means and prospects, then I per’ 
sonally favor such a course and believe 
world commerce would benefit thereby.” 
—Rupert Beckett, president, British 
Bankers Association. 





ADVERTISING AND PUBLICITY 


A MONTHLY REVIEW OF CURRENT ADVERTISING AND NEW 
BUSINESS EFFORT BY AMERICAN BANKS 


The Advertising Investment 


By J. F. McRae 
Vice-President, Merchants National Bank, Mobile, Ala. 


must be done by the banks of 

the nation. In many cases a 
large investment in advertising during 
past years has been impaired; in other 
cases banking institutions which have 
been consistent and intelligent adver- 
tisers are now several jumps ahead of 
their competitors, for they have a well 
founded background upon which to 
work. Their advertising investment is 
still “up to par.” 

Far be it from me to predict a new 
era in bank advertising. But it is 
natural to expect that the course of 
events in the last few months will 


aise advertising job now 


present new problems and develop new 


ways of doing things in banking. 
Advertising will be no exception. 

It appears to be no longer a ques- 
tion as to whether or not a bank should 
advertise. A bank which does not 
advertise will be hopelessly out of the 
running in due course. Our banks 
must be brought closer to the people; 
there must be a veritable renaissance 
of the confidential relationship that once 
existed between banks and their cus 
tomers, and I firmly believe it must be 
a much closer relationship. 

I may be old-fashioned, but the fact 
remains that my colleagues and I al- 
ways have entertained the idea that 
the first and by far the most important 
principle of banking is that the care 
of other people’s money is a sacred 
trust. If all acts, all methods, all 
Operations conform to that cardinal 
principle, no bank can go far wrong. 
Unfortunately many fine old banks 
have suffered from the general con- 
demnation in the popular mind of the 
acts of the very few who did not 


appreciate that first principle. The 
good have felt the repercussion as well 
as the poor. 

The situation is further complicated 
by the fact that long and loud protesta- 
tions of strength and soundness made 
by overzealous advertisers whose insti- 
tutions have not been able to survive 
have left many persons in a mental 
attitude best expressed by the common 
phrase, “Oh, yeah?” 

Thus, advertising must carry the 
responsibility of being both truthful 
and sincere—it must be convincing. 
How to do that is a problem that calls 





WORTH STATING 
THE SECOND TIME 


Public confidence is a fundamental asset 
of the greatest importance. During the 
entire history of the Merchants National 
Bank, we have been fortunate to be able 
to build that asset to its present day pro- 
ions—an achievement impossible 
without rigid adherence to the sound- 
est banking practices. 
Facerpt 
Merbate 1932- 
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BANK OF MOBILE 


ALABAMA 











One of a series run concurrently with 
the “In the Span of a Generation” cam- 
paign, reproducing pertinent excerpts 
from advertisements one and two years 
old, evidencing the fact that this bank 
is a wide-awake organization and has 
been steadily aware of the fundamentals 
of the financial situation. 
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IN THE SPAN'OF A GENERATION 


President Roosevelt has declared that “the only thing 
we have to fear is fear iteelf.” The tumes call for the 
same courage today as in 1917—courage expressed in 


MERCHANTS 


NATIONAL 


BANK OF MOBILE 


ALABAMA 


FOR ALABAMA. ITS PORT-AND PROCRESS 


This unit of the popular “Generation” 
series, described in the adjacent article, 
was issued on the Sunday immediately 
following the “banking holiday,” pro- 
viding a very timely ad which tied in 
perfectly with the basic theme of the 
series and with the crisis of the moment. 
The advertising program was carried on 
without further interruption. 


for the best bank advertising brains. 
Ordinary advertising will not do. We 
must not protest; we must prove. 

The Merchants National Bank has 
been progressive in its advertising for 
the last ten years. We have hit power- 
fully at times; we always have spoken 
frankly. We have a splendid advertis- 
ing background. So when the Govern- 
ment permitted us to reopen, following 
the holiday proclaimed by President 
Roosevelt, we promptly resumed the 
advertising program we had been fol- 
lowing, as if nothing had happened. 


We since have learned that our 
surmise was correct. In other words, 
if the Merchants National Bank had 
not been able to make good on its 
advertising claims of the last decade, 
the bank would have impaired its own 
reputation to a marked degree. Other 
banks in a similar position are the 
favored ones today, I believe. 

Thus it is plainly evident that unless 
a bank can be sure of living up to its 
advertising it had better not advertise. 
There will come a day of reckoning. 

The Merchants National Bank is one 
of those which will keep right on with 
its advertising program. We believe it 
to be a most important element in our 
situation in. Mobile. This is a com 
munity where the people are. thrifty, 
consequently our savings business is 
important. Moreover, being a port 
with a splendid future and of strategic 
importance, Mobile has large commer- 
cial activities. The Alabama state 
docks are among the finest in the coun- 
try; our water-borne traffic, domestic 
and foreign, is extremely important. 
Mobile is one of the most important 
cotton concentration points. It has 
industries. It has history. 

Mobile has experienced its greatest 
era of progress during the last genera- 
tion. The city had greater substantial 
growth in that time than in any similar 
time in its long and interesting history. 
As it happens, the life of the Mer- 
chants National Bank ‘coincides with 
this climactic era. We wanted an 
advertising keynote which was not 
necessarily historical, although we ap- 
preciate the fact that history has a 
strong appeal to most people, but which 
compared old Mobile with the new. 

We hit upon the idea of the series 
of advertisements, which forms the 
backbone of our present advertising, 
illustrated with Mobile scenes of a 
former day. We show what Mobile 
had a generation ago and we show 
what it has today. Here is history pre- 
sented in a practical way, for the reader 
is never allowed merely to reminisce. 





ADVERTISING AND PUBLICITY 


The series is entitled “In the Span of 
a Generation.” 

Naturally, the growth of the bank, 
the improvement in its facilities and its 
services are presented. We have found 
the reaction to be most favorable. Old- 
timers glory in the past. ““New-timers” 
realize that Mobile today is different 
from the old days—that the city has 
improved upon the old without sacri- 
ficing the old-time atmosphere. The 
arguments for the bank are convincing 
to old and young alike. The appeal 
is unique, and effective. 

We are great believers in newspaper 
advertising and the bulk of our adver’ 
tising investment is placed therein. Of 
course, we use direct mail principally 
for the trust department and three bill- 
boards carefully chosen as to location. 
We have not curtailed our program, for 
we feel that this would be a distinct 
error. 

Our advertising of a few years ago 
strongly portraying the Port of Mobile 
and what that means to Alabama and 
the South had a distinctly favorable 
reaction and gave the bank a popularly 
appreciated personality. We believe 
the “Generation” series is doing a 
similar job. 

Thus, in the light of experience, we 
strongly believe in advertising, well 
planned, carefully written and honestly 
conceived, backed up by an earnest 
effort to make good one hundred per 
cent. on every claim we make. We feel 
that advertising now has a greater job 


IN THE SPAN OF A GENERATION 


MOBILE and 
AUTOMOBILES 


MERCHANTS 
NATIONAL 


BANK OF MOBILE 


ALABAMA 


FOR ALABAMA ITS PORT-AND PROGRESS 


Another unit of the present campaign 
being run by the Merchants National 
Bank of Mobile. 


than ever before. 


We shall be guided 
accordingly. 


The People vs. the Banker 


of the nation stand today before 

the bar of public opinion, 
accused of criminal negligence in 
their failure to educate the people in 
the principles of their profession. (To 
be sure, there are two sides to the 
case, but in this great democracy of 
ours, that party known as “The People” 
is always right. If it makes mistakes, 
the reason is, of course, that unscrupu- 
lous powers have abused their privileges 


(5 ofite or not guilty? The banks 


and have deliberately misled the inno 
cently trusting People.) The incrim- 
inating evidence against the bankers is 
hard to face, and the condemnations 
are severe and earnest. The hitch in 
the situation is that, while many 
bankers may be deeply culpable, there 
are some conspicuous examples of shin- 
ing innocence—not to say vigorous 
righteousness—in the group, that can- 
not all be consigned to disgrace with 
a sweeping gesture. The accusations 
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must be heard and heeded. But what’s 
to do about it? The guilty have already 
suffered keenly from their “crimes” 
and have brought about their own 
punishment, which is sufficient. Let 
them now turn to the deeds of the 
“not guilty” and take note of their 
methods of procedure; let them learn 
therefrom and go and do likewise. 
First, let us listen to the plaintiff's 
side. The case for the prosecution is 
well stated in an article entitled “What 
Have the Banks to Say?” by Harry 
Merrill Hitchcock (Advertising and 
Selling, April 13, 1933). He is voicing 
the opinion of a great mass of the 
people—when he says: “Last month 
the President of the United States 


The hard winter is over . .. spring is here 

.»» business is looking up. 

The Trust Company knows thoroughly 

the various businesses predominating in 

its neighborhoods . . . knows its cus- 
. » has time and inclination to 


THE TRUST COMPANY 
of NEW JERSEY 


The striking and effective art work which 
characterizes the advertising of The Trust 
Company of New Jersey is a somewhat 


unique feature in bank publicity. This 

bank has been employing unusual photo- 

graphic effects with a set-in panel contain- 
ing brief copy and signature. 
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addressed the American people by radio, 
Everybody agrees that the things Mr. 
Roosevelt said to us that evening needed 
saying about as badly as anything that 
any President has ever said. 

“And yet all he did was to talk 
about the elementary principles of the 
banking business. . . . 

“The saddest part of the whole busi- 
ness . . . has been the manner in which 
the President’s talk seems to have been 
received by the bankers themselves. . . . 
I have been vainly watching ever since 
for some sign, in bank advertisements 
or bankers’ public statements, that even 
one banker has seen what seem to be 
glaringly plain implications for his busi- 
ness in the thing the President did and 
the way in which the public received it. 
Is there in the entire United States one 
banker who has had the straight-think- 
ing courage to ask himself this question: 

“Whose fault is it that public igno- 
rance of the simple principles of sound 
banking was permitted to superimpose 
itself upon a trying economic situation, 
feed upon exaggeration . . . of banking 
blunders and of a few isolated though 
spectacular cases of betrayal of trust, 
and bring on a panic that came meas 
urably close to wrecking the country?’ 

“. . . The dissipation of ignorance 
is one of the longest, hardest jobs in 
the world; but without it there is no 
safety anywhere in human affairs. It 
is a job the banker has long shirked; 
and with little excuse. He has far less 
excuse now than he had before March 4. 

*“. . . Nobody, so far as I 
know, has said: ‘Yes, that was a 
splendid talk the President gave us; 
but why did we have to wait to be 
told those things until matters got so 
bad that the President himself had to 
take time from his other duties to do 
the job? Why wasn’t it the bankers’ 
own business to tell us those things, 
purely in their own selfish interest and 
for their own protection?’ ” 

All of this indictment is wholly de- 
served by many bankers, and they now 
know it themselves. In fairness it must 
be pointed out that meanwhile there 
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REPRINT ot on sdvertisement published last year, one of » series treating of 
commercial banking priaciples which have stood the test of time, 


Small Accounts 


What the depositor with a 
small balance should expect from 
a large commercial bank 


CENTURY AGO the banker 
was defined as one who 
“draws inte active operation 
those small sums of money 
which were previously unpro- 
ductive in the hands of private 
individuals; and at the same 
time furnishes accommodation 
to those who have need of addi- 
sional capital to carry on their 
commercial transactions.” 


There is in this definition 
enough basic truth to indi- 
cate that the small individual 
orbusinessaccountis welcome 
in a large commercial bank. 
Bankers, like all other business 
men, wish to serve every cus- 
tomer of good standing with 
whom a mutually prof- 
itable relationship can be 
developed. 

* 


It is mainly in the hands 
of the depositor whether or 
not aDY well-run bank can 
afford to handle his business. 
He may spend all he earns, 
or so handle his affairs that 
little of his capital is in the 
form of cash. On the other 
hand, he may keep a cash re- 
serve which will qualify him 
for a commercial banking 
connection. 


There is an irreducible 
minimum cost in handling an 
account. To meet this, an 
adequate deposit balance 


must be maintained. Above 
this amount, the profitability 
of an account to a bank de- 
pends on its size in relation 
to its activity and to demands 
for special service. 


Activity includes not 
only the number of checks 
drawn but also the number of 
items deposited. Service 
includes the time of officers 
or employees spent on the 
account in any way, 

* 

The small depositor who 
can arrange his affairs so that 
his account is acceptable to 
a large commercial bank, 
should be no less careful 
than the large depositor in 
the selection of his banking 
connection. Considerations 
of safety are vital to him, 

Therefore, as, between a 
bank which is lax and one 
which is strict in its require- 
ments, he should choose the 
latter. For the bank which 
protects the investment of its 
shareholders is maintaining 
the margin of safety which 
protects its depositors. 


* 
IRVING 
TRUST 
COMPANY 


ONE WALL STREET 





This ad, which was also reproduced in the 


November, 1932, 


BANKERS 


MAGAZINE, 


typified an educational series which ran 


last year. At that 


time some bankers 


seemed to feel that any bank saying some- 
thing valuable in its advertising would be 
visited by a vague, but just, wrath. The 
Irving Trust Company, in New York City, 
has blasted this theory by reprinting in 
local newspapers the same series at this 
time this year—and we wonder what the 
bankers who were worried about the vague 
wrath are thinking about now. 
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have been a goodly number of clear- 
sighted bankers who had the common 
sense to realize the situation and who 
have been steadily trying to co-operate 
with the public so that the necessary 
mutual understanding, essential to the 
now-deified Confidence, can be estab- 
lished and built up on a firm founda- 
tion, secure against panic in uncertain 
times. Elsewhere in this department, 
and in other issues of this magazine, 
you will find examples of this com- 
mendable work illustrated and com- 
mented upon, for it is our aim to bring 
to the attention of bankers in general 
the good campaigning for the common 
cause which their brother bankers are 
doing, in order to spread noteworthy 
ideas in advertising, and especially to 
spread the thought which has now 
become a doctrine—that banks can no 
longer remain aloof but must come out 
to the public and tell them openly and 
clearly just what goes on and what 
they may expect. Mr. Hitchcock con- 
cludes his article with a very apt little 
story which should be put on the desk 
of every banker in the country to read 
every day. 

“People do not exist for the sake of 
money; money exists solely because it 
is useful to people. The most impor- 
tant element in the banking business is 
not ‘the money situation’; it’s the 
people situation—what people are think- 
ing about the banks and the bankers. 
If the people are thinking rightly, the 
money will take care of itself. 

“Many years ago H. G. Wells wrote 
a fantasy based upon the old idea of 
unlimited compound interest He imag- 
ined a man worth 50,000 pounds falling 
into a state of suspended animation; 
he further imagined the courts taking 
cognizance of his peculiar state and 
placing his fortune in perpetual trust. 
And finally he imagined the man re- 
turning to life after 230 years, to find 
this: 

“That he was the absolute owner of 
the entire civilized world. Compound 
interest had made him legal owner of 
every square foot of real estate and 
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every building; every mine and forest 
and factory and every ship on the sea. 
He was the Master; every other hu- 
man creature was merely his em- 
ploye on salary or wages to whom 
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discharge death. And this 
man said: “ “This empire of mine is only 
a belief in the minds of millions of 
human beings. If they cease to believe 


meant 


se & 


in it, the empire ceases to be.’ ” 


HOW BANKS ARE ADVERTISING 


UCH has been said, is being 
M said, and will continue to be 

said concerning the advisability 
of explaining banks to depositors. The 
hesitation of bankers to act aggressively 
in any interpretation of banking to the 
public seems to be based largely on the 
fear that this is not the psychological 
time for action. 

The new series of the Bowery Sav- 
ings Bank in New York City should 
hasten the dispelling of this fear. The 
first ad of this series, reproduced on 
the opposite page, is a frank and cour- 
ageous exposition admirably adapted to 
the present situation. Its sincerity can- 
not be questioned. Nor can it help 
but encourage the faith of those who 
read it in the future of banking. The 
copy, clear-cut and convincing, is a 
stabilizing factor in the financial adver- 
tising field. 

Robert W. Sparks, assistant treasurer 
of the bank, believes that the present 
is an excellent opportunity to reach a 
public who ordinarily would be 
apathetic to explanatory advertising. 
Public attention has centered on banks, 
and through this series the Bowery 
Savings is trying to contribute facts 
and information which will help satisfy 
this interest in financial affairs. Several 
years ago, people would not read long 
copy; now they will; a few years hence 
perhaps they won't again. An evident 
opportunity has arisen, and the Bowery 
Savings Bank has emphatically taken 
advantage of it. 

Mr. Sparks, after consultation with 
experts, found that the series would 
also be effective directed to foreigners 
through foreign language newspapers, 
with but an occasional and minor 
change of copy. The average foreigner 
in this country is probably as keen as 
the average American, he is just as 


interested in the welfare of his savings 
and he is certainly as open to convinc- 
ing explanation through sincere adver- 
tising copy which he is able to read 
and understand. 

As a follow-up for the series, the 
ads are reprinted in an attractive folder 
designed to reflect the pith and spirit 
of each individual ad. These folders 
are sent to depositors through the mails, 
and displayed on the bank’s counters 
as well. 

The campaign will be kept flexible. 
No set number of ads is proposed. 
Mr. Sparks intends to keep himself 
closely in touch with the public reaction 
so that he may wind up the series 
before public interest in it has waned. 

It will be noticed that the public is 
invited to talk over banking functions 
with an officer of the bank. This 
cordial and friendly invitation has freed 
the reticence of many people in ex- 
pressing themselves along banking lines, 
as the general theme of the advertise- 
ments becomes interwoven with the 
particular problem of the individual. 

Thus the campaign is timely, sincere, 
flexible and friendly. Its openness 
supplies a sorely needed support in the 
rebuilding of public confidence. Its 
success, even now traceable, is de- 
servedly assured. 

Would that there were more like it 
and the others of its kind! 


MEANWHILE, that delightful sugar- 
coated educational campaign run by 
the Citizens & Southern National Bank 
of Georgia goes on with its illuminat- 
ing little discussions by “The-Man-On- 
The-Street.” Through this pleasant char- 
acter the bank talks to the public in 
its own terms and presents things as 
they would be seen through its own 
eyes, not in the banker's technical 
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Explaining Your Bank to You 


A NEW BOWERY SAVINGS BANK SERIES 


A merica... 


TAKES A LESSON IN BANKING 
FROM PRESIDENT ROOSEVELT 


Sitting at the radio on March 12, President 
Roosevelt told America that it could not draw 
all of its money out of the banks. And he gave 


aa 


Part of the President’s broadcast stated: 
"when you deposit money in a bank, the bank 
does not put the money in a safe deposit vault, 
It invests your money in many different forms 
of credit—bonds, commercial paper, mortgages 
and many other kinds of loans.” 

This is sound banking. Upon it rests the 
Nation's security. . your security. It is easier 
to illustrate this principle with something you 
wear than with money. 

Take shoes for example: Suppose that every 
one who will purchase a pair of shoes this year 
should try to buy them on the same day. The 
price of shoes would skyrocket and the value 
of money would drop—at least as far as the 
purchase of shoes is concerned. 


This abnormal acuon would be out of tune 
with general habits. You, the public, would 
suffer, because you would deliberately ‘beat 
down the value of your money. You prevent 
this by buying shoes only when needed, and 
fortunately every one’s shoes do not wear out 
at the same time. 

The same principle works in banking. As 
long as you draw money from your bank only 
when needed, everything remains stable, but if 
all depositors decide to draw at the same time, 
they will violate a principle of sound banking 
and will destroy the worth of money. 

Your bank holds a small portion of your 
money 10 cash but invests most of your deposits 


for your benefit. It provides strong steel vaults 
to protect that part of your money kept in cash, 
available for your sormal demands. 

Because your bank invests the balance of 
your money not required for sormal demands, 
it is able to pay you interest regularly. This 
money must be put to work to earn this interest. 


The Bowery Savings Bank has paid over 
$268,573,000 in interest to its depositors since 
it was founded in 1834. Not once in this long 
period of time, covering four wars and six de- 
pressions, has it failed to declare a dividend 
(interest) to its depositors. 


‘The money deposited in banks, which is put 
to work in safe investments, is not immediately 
available to depositors. To make it so, the 
banks would have to change all of their invest- 
ments into cash at the same time The result 
would be much worse than it would be if the 
public tried to buy all of its shoes at once, but 
the principle is the same. Changing ail invest- 
ments into cash at the same time can be done 
only at the expense of the depositors. 


Destroying the value of your money is not 
the end of the story The investments thus 
converted into cash would take credit away 
in further unemployment and eventually it 
might deprive you of the very job that made 
possible your savings account. 

Any Bowery Savings Bank officer will be glad 
to discuss this or other fundamentals of bank 
ing with you. A better understanding of what 
happens to your money will be helpful co all. 


BOWERY SAVINGS BANK 


110 East 42nd Screer 


130 Bowery 


Fifth Avenue at 34th Screet 
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phraseology or from his point of view. 
A sample of the very readable copy 
follows, taken from No. 36 of the 
series, entitled “What Is This Thing 
. . . Called Currency?” 

“May I discuss with you this week 
the simplest and yet the most vital 
factor in our economic structure—our 
currency? Call this discussion primary 
if you will, but in so doing remember 
the old Chinese proverb—Men don’t 
trip over mountains; they stumble over 
molehills.’ 

“The very first definition we find 
for ‘currency’ is ‘continuous flowing,’ 
and, without going any further, we 
have in that definition the very heart 
and life of our monetary system. Cur- 
rency ceases to give full value as an 
economic medium unless it is ‘con- 
tinuously flowing.” 

“Economists estimate that money 
makes six complete circuits each year. 
If a man earns five hundred dollars a 
month, his total yearly income is six 
thousand dollars. Every two months 
he earns one thousand dollars and six 
times two months is twelve months or 
a year. 

“When anyone withdraws currency 
from the active circulation which it 
receives through the banks of the coun- 
try, that person stops the currency flow. 
If a large number of people insist on 
taking currency out of circulation, the 
inevitable result is a slowing up or a 
stopping of part of the wheels of com- 
merce. 

“That is the primary reason why 
people must not take money and hide 
it away—because they are hurting many 
people, and eventually themselves, by 
stopping the continuous flow of cur- 
rency.” 


THE idea of making bank statements 
more human documents is spreading, 
and more banks are becoming aware 


of their possibilities. The First Na- 
tional Bank of Englewood, IIl., pub- 
lished its statement under the heading 
“Statement of Condition Published by 
Direction of A Clear Conscience” in- 
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stead of “by direction of the Comp- 
troller of the Currency,” as is ordi- 
narily the formal usage. The statement 
includes more information than just 
what the law requires, and the mate- 
rial contained is carefully clarified so 
that all readers may understand it. A 
similar policy has been pursued by the 
Fallkill National Bank of Poughkeepsie, 
N. Y., which issued a frank and inclu- 
sive statement on March 31, giving data 
fuller than was necessary under regula- 
tions, but interesting to the public and 
presented to them lucidly. As pointed 
out previously in these columns, bank 
statements represent a long neglected 
medium for powerful public relations 
work. Indications are that this neglect 
will not long continue. 


THE Central Hanover Bank of New 
York City has instituted a new and 
unique service, described in the booklet 
entitled “CENTRAL HANOVER in 
the Field of PHILANTHROPY.” The 
opening sentence of the foreword is: 
“To give wisely is not easy.” In these 
days of confusion, when there is such 
an appalling amount of acute distress, 
the more fortunate of us want to help 
our fellow men in dire want. The 
great question is, how? The mails are 
full of appeals from thousands of 
worthy and dubious causes; the streets 
are filled with beggars and panhandlers. 
How is the average man intelligently to 
select a reliable channel through which 
he can be sure his contribution is going 
to accomplish the most real relief? The 
millionaire and the modest giver are 
faced with the same problem—and the 
Central Hanover is now equipped with 
a large fund of statistical information, 
research data and case histories in va- 
rious fields, and is ready to aid the 
philanthropist in finding the best execu- 
tion of his good intentions so that they 
may measure up to expectations. This 
seems like a highly practical and useful 
service for which the need is great and 
the demand should consequently be 
large. The good-will advertising value 
should be correspondingly weighty. 





BOOK REVIEWS AND NEW BOOKS 


Men WitHouTt Money. The Challenge of 
Barter and Scrip. By Wayne Weishaar 
and Wayne W. Parrish. New York: 
G. P. Putnam's Sons. $1.00. 


THE barter movement has grown enormously 
within the last year. All over the country 
there have sprung up little co-operative cen- 
ters where men with the most conservative 
of backgrounds are living and working under 
conditions more communal than those of Rus- 
sia or where scrip is being issued on the 
standard of “Two cans of chile con carne are 
on our shelves for every dime of scrip.” To 
the two New York newspaper men who wrote 
this book the barter movement appears as 
the most moving drama of the American 
scene since the disappearance of the last 
frontier. “Barter is evidence of breakdown,” 
they say. “It is a reversion to primitive 
economics in the day of radio advertising, 
supersalesmanship and installment buying. 
A million persons, a truly astounding aggre- 
gation, have been forced to stave off hunger 
and want by setting up impromptu barter and 
scrip groups. The movement is growing rap- 
idly. With 17,000,000 persons unemployed 
in the nation, there is no logical ending.” 

Mr. Weishaar and Mr. Parrish have made 
a wide survey of the situation. They have 
gone into the workings of stamped scrip in 
Hawarden, Ia.; emergency exchange organiza- 
tions in Greenwich Village; the Natural De- 
velopment Association of Salt Lake City; the 
Minneapolis plan, with its reserve of barrelled 
sauercraut; the Unemployed Citizens League 
of Seattle, with its political complications; the 
Yellow Springs, O., Exchange, connected with 
Antioch College; similar systems in California 
and Virginia; the Dayton organization. And, 
although the authors recognize the many pit- 
falls in the form of political entanglements, 
ultimate dependence on a certain amount of 
cash and the unwillingness of people to co- 
operate so readily in prosperous times as 
when faced by starvation, still they believe 
that this movement has great potentialities in 
the way of a new economic order based on 
production for use rather than production 
for profit. At any rate the activities that 
they record are an inspiring testimonial to 
the ability of the American people to help 
themselves. 


Tue A BC or War Dests. By Frank H. 
Simonds. New York: Harper & Brothers. 
$1.00. 


THis small volume is, in the words of its 
author, “designed to serve as a taxpayer's in- 
quiry into the question of the present or 
future value of assets which, in the mournful 
phrase of contemporary High Finance, have 
become ‘frozen.’*’ Mr. Simonds has under- 
taken to explode in seven chapters seven 
popular delusions about the inter-Allied debts: 


(1) that Europe ever in any sense “hired 
the money” from us; (2) that America would 
be better off if the debts were paid; (3) that 
we were ever effectively willing to accept 
payment; (4) that we did actually collect 
any part of the debt; (5) that we can profit 
by giving up the debts in return for trade 
concessions, reduction of armaments or return 
to the gold standard; (6) that the European 
nations are a pack of slick crooks; and (7) 
that default is preferable to cancellation. 

In so brief a treatment Mr. Simonds has, 
of necessity, been obliged to speak arbitrarily 
and dogmatically. He has succeeded, how- 
ever, in making his viewpoint seem the logi- 
cal and just one and in presenting the war 
debt question in terms simple enough for the 
uniformed and non-economic-minded reader 
to comprehend. 


INFLATION. By Donald B. Woodward and 
Marc A. Rose. New York: McGraw-Hill 
Book Company, Inc. $1.50. 


Tus is another comprehensive and authori- 
tative treatise dealing with a subject of great 
present interest and importance. It is par- 
ticularly valuable in its treatment of the sub- 
ject on the historical side. With the weight 
of authority thus adduced, and the admission 
which the authors make that inflation has 
rarely been controlled, it is rather difficult to 
accept the conclusions which they reach. But 
these conclusions include but a small part of 
the book and in nowise impair the great value 
of its objective treatment of the subject as 
a whole. 

Here is a statement (p. 68) that may welt 
attract attention: 

“To carry on the business of the United 
States in 1930 we were using, each of us, 
on the average, forty-one times as much 
money as in 1834. We were using five and 
one-half times as much cash and sixty-eight 
times as much money in the bank.” 

And a complementary statement (p. 146) 
is of especial interest: 

“When prices fall nowadays they destroy 
money. That was not true when all money 
bore the king’s stamp. It certainly is true 
today. Every time prices fall far enough to 
destroy a man’s ability to pay a debt, the 
money based on his debt is destroyed. Every 
time a bank calls a loan in anticipation of 
such an eventuality, money is destroyed. 
From 1929 through 1932 bank-credit money 
to the tune of $18,000,000,000 was thus 
destroyed in the United States alone.” 

These statements comprise the view that 
the rise in prices, in part brought about by 
the expansion of credit “money,” inevitably 
leads to the subsequent fall in prices and the 
destruction of the “money” itself. 

In their conclusions the authors state: 
“Somehow the population must be given buy- 
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ing power if we are to have recovery.” But 
may not this buying power be brought into 
play by the production of goods at a profit 
and their exchange for other goods, also at 
a profit, and without an inflation of credit 
or money as a preliminary? That is a mat- 
ter of fundamental difference between the 
two schools of thought. 

In examining some of the authors’ con- 
clusions, which they concede are controversial, 
it has not been intended to disparage in the 
least the thoroughness and fairness with which 
their work has been done. They have made 
a most valuable contribution toward a better 
understanding of a subject of vital concern 
to the welfare of our people. 


As THE EARTH TURNS. 
Carroll. New York: 
Company. $2.50. 


SOMETHING of the contemporary urge to re’ 
turn to the soil, to go back to a simpler life 
based on planting and harvest and the steady 
march of the seasons, is reflected in this May 
choice of the Book-of-the-Month Club. The 
scene is laid on a Maine farm, not the run- 
down, hopeless sort of place that writers of 
the last decade so often depicted, but a pros- 
perous, going concern, where the men keep 
their stock sleek and healthy, their potatoes 
hoed, their heavy crops of hay stored up for 
winter fodder. Mrs. Carroll—and this, by 
the way, is her first novel—was herself 
brought up on a farm near South Berwick, 
and she obviously takes a keen delight in 
evoking the familiar sounds and smells: the 
whir of the keen blades at the mowing, the 
warmth of a farm kitchen on a winter night, 
the dark triangle of wild geese coming back 
with spring, the tang of wild grapes picked 
on hot, brilliant autumn noons. 

The story is the chronicle of a typical New 
England family from one winter to the next. 
There is the taciturn, hard-working father; 
George, who lets his work go haphazard and 
half-done and has too many children; Ed, 
steady and stubborn, who marries and begins 
his own family; Ollie, the brainy, puzzling 
son away at college; Lize and Lois May who 
work in the city and grow hectic, frivolous 
and restless; the younger children; and last, 
but most important of all, Jen, capable, un- 
tiring, calmly content with the life of the 
farm, the baking and pickling and preserving. 

The story is absorbing reading. If one 
were to object that it has no exciting or un- 
expected incidents, that it is only very loosely 
centered about Jen as heroine, the author 
would probably retort that this was exactly 
her intention, to portray a group rather than 
an individual and to show the routine of 
an ordinary year. Perhaps it is because of 
their very realness that the characters are 
less vivid than many to be found in the 
pages of fiction. And, though the style is 
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sometimes careless, the author makes up for 
it by her extraordinary ability to capture the 
atmosphere of things and to portray without 
affectation the normal and the commonplace. 


Witt THey Pay? A Primer of the War 
Debts. By Dorsey Richardson. Phila- 
delphia: J. B. Lippincott Company. $1.00, 

Mr. RICHARDSON takes the viewpoint that 

economic and psychological facts must be 

faced and decisions made accordingly and 
that, though the United States may have 
only Hobson's choice, “These happen to be 
facts, and all the wishful thinking in the 
world will not change them.” Accordingly 
he has written a book in which he attempts 
to make all these inescapable facts perfectly 
clear to the lay reader. One chapter is de- 
voted to setting forth the attitude of Great 

Britain on the question of payments to 

America, another to explaining the views of 

France and still a third to summarizing the 

prevailing opinions in this country. In the 

last chapter Mr. Richardson looks forward 
to the impending conferences on the debt 
problem, and lists current proposals for re- 
vision, with comment on the feasibility of 
the compensations suggested. Throughout 
the book stress is placed on making clear to 
the reader exactly what foreign debts are 
and how they are paid, and on bringing the 
relationship between reparations and the in- 
ter-Allied debts into proper perspective. 
The author's qualifications for discussing 
the subject are excellent. He served for 
nearly seven years in the Department of 

State at Washington, was a member of the 

American delegation to the first meeting of 

the preparatory commission for the disarma- 

ment conferences and has acted as European 
representative for American business interests. 

Whether or not the reader is in entire ac- 

cord with Mr. Richardson's opinions, he can- 

not but admit that the book possesses admi- 
rable clarity and readibility. 


EsTaTE ADMINISTRATION AND. ACCOUNTING. 
By Chester J. Dodge. Brooklyn, N. Y.: 
Standard Text Press. $5.50. 


“For attorneys, administrators, executors, 
trustees, accountants and others interested in 
the administration and settlement of de- 
cedents’ estates; classifying and analyzing the 
new Decedent Estate Law of New York 
State, and setting forth the laws before 1930 
that still affect estates,” says the publishers’ 
announcement. This is a good summary of 
the book's purpose. It is essentially an au- 
thoritative handbook on the many difficult 
legal questions connected with making and 
filing wills and handling estates. A discus’ 
sions of estate terms, intestacy, funeral and 
administration expenses, taxes, commissions, 
accounting, etc., adds to its general useful: 
ness. The book is intended for adminis 
trators and trustees under the laws of the 
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BOOK REVIEWS AND NEW BOOKS 


State of New York, and legal points are 
brought out by summaries of a large number 
of cases from the New York Surrogate’s 
Courts. Throughout an attempt has been 
made to keep the material specific, to the 
point and readily available for reference, 
while an attractive format aids in making it 
a valuable addition to the legal library. 


THE MopERN CORPORATION AND PRIVATE 
Property. By Adolf A. Berle, Jr., and 
Gardiner C. Means. New York: The 
Macmillan Company. $3.75. 


ALMosT as startling as the much-discuussed 
“technocracy” are the facts and implications 
set forth in this volume. For it contains 
what, to many of us, is the amazing informa- 
tion that the people have already lost owner- 
ship and control of a large part of what was 
once their property, and are in fair way to 
lose still more. 

Prior to the growth of corporate organiza- 
tion, at least on the present large scale, one 
man or a comparatively small group of men 
actually owned and. managed a factory or 
other business establishment. As stockholders 
in a big corporation they own pieces of paper, 
nominally entitling them to a proportionate 
share of net earnings. Nor, it is shown, do 
the stockholders generally exercise control 
over operations of the corporation. This 
control is in the hands of managers who, it 


is asserted, do pretty much as they please, and 
who cannot easily be dislodged from power. 
A contrary example, however, is cited in the 
case of the Standard Oil Company of Indiana, 
where John D. Rockefeller, Jr.,- although a 
minority shareholder, succeeded in changing 


a management he did not approve. This case 
is not quite convincing, for the reason that 
minority stockholders are not usually Mr. 
Rockefellers. 

The reader of this book will be surprised to 
learn how rapidly the power of the big cor- 
poration has grown, and how that growth 
is still proceeding at a rate which, if con- 
tinued, will in a relatively short period em- 
brace the greater share of the country’s 
manufacturing and trade, but will not extend 
to agriculture. 

Management of corporations goes to those 
who are willing to seize power and to exercise 
it, accepting the responsibilities thus assumed. 
[t is usually exercised by men who have the 
qualities of leadership. That supreme power 
is liable to abuse is a maxim too familiar to 
require emphasis. But if shareholders of cor- 
porations meekly submit to wrongs of the 
management, it is merely an evidence of their 
own weakness and of their incapacity. A 
few vigilant and determined shareholders can 
do much to enforce their rights. 

Perhaps legislation may be needed to cor- 
rect some of the defects in corporate manage- 
ment pointed out in this volume. Possibly, 
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if our shareholders’ meetings were public, and 
attended by more of the shareholders in per- 
son than under present practice, it would be 
more difficult for a strong group to perpetuate 
control. 

Probably the developments analyzed in this 
volume are less serious than the authors 
think, but they are certainly serious enough 
to demand attention. If we as a people are, 
even to a measurable degree, losing the own’ 
ership and control of our property, it is time 
to wake up to that fact—if it is a fact. All 
who wish to be informed regarding recent 
corporate tendencies will find this volume 
exceedingly interesting. 


INTRODUCTION TO TECHNOCRACY. By How- 
ard Scott and others. New York: John 
Day. 90c. 


Tuis book represents the official position of 
technocracy, both in regard to its research 
activities and their social implications. 


ProFit ENGINEERING. By C. E. Knoeppel. 
New York and London: McGraw-Hill 
Book Company, Inc. $3.00. 


DurinG a long period, when American bank- 
ing has been undergoing such a severe trial, 
the contention has been persistently made in 
these pages that sound and profitable bank- 
ing could not be looked for until farming, 
industrial production and trade were restored 
to a profitable basis. Obviously, our banking 
system needs strengthening, but no less—and 
perhaps to a greater extent—there is needed 
a reorganization (on a profitable basis) of 
that on which sound banking rests—the pro- 
duction and trade of the country. 

A book like that under review is therefore 
especially welcome at this time, for it seeks 
by careful investigation and analysis to point 
out how profit in industry and trade may be 
restored and reasonably maintained. 

An interesting foreword to the volume is 
contributed by Fred W. Shibley, vice-presi- 
dent of the Bankers Trust Company of New 
York. In this foreword Mr. Shibley very 
pertinently observes: 

“If labor is to be paid fair wages, a profit 
must be made on what is produced. If stock- 
holders are to receive dividends on their in- 
vestments, and if interest is to be earned on 
funded debts, a profit must claim its rightful 
and just position in the sales dollar of every 
business enterprise. Consumer purchasing 
power will never rise to a level which shall 
provide work for everybody unless profit 
lifts it up.. Profitless business is a social 
enemy, a labor tyrant, a destroyer of trade 
and commerce. Whatever shall assist busi- 
ness to re-establish itself on a profitable basis 
is a national good. 

“It is well to bear in mind, in this connec- 
tion, that as a nation we are not acutely 
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profit-minded. Our primary and dominating 
instinct is to do things. The profit of the 
accomplishment is secondary.” 

The author well says “that the public does 
not exist for business, but that business exists 
for the public; that business is a service 
mechanism; that service at a profit, not profit 
alone, is the keystone in the business struc- 
ture.” 

This volume will be found of great practi- 
cal help in the restoration of business to a 
profitable basis. Its interest to bankers is 
therefore obvious. 


NEW BOOKS 


END THE Crisis. By Felix Somary. New 


York: E. P. Dutton & Co. $1.00. 


A program for economic recovery. 


From CuHaos To CoNnTROL. 
Angell. New York: 
$2.00. 

Our economic difficulties analyzed from 


the point of view of our lack of education in 
economic problems. 


By Sir Norman 
The Century Co. 


THE PROGRAM FOR THE WorRLD ECONOMIC 
CoNFERENCE. Ed. James W. Angell. 
Boston: World Peace Foundation. $1.00. 
A reprint of the program submitted by the 

Preparatory Commission of Experts for the 

impending conference in London. 


Can Business GOovERN ITSELF? 
of Industrial Planning. 
Heermance. New 
Brothers. $3.00. 


A suggestion of the possibilities of con- 
certed action among competitors to reduce 
wasteful overproduction and prevent market 
disorganization. 


A Study 
By Edgar Laing 
York: Harper & 


RECOVERY THROUGH REVOLUTION. Ed. Sam- 
uel D. Schmalhausen. New York: Covici, 
Friede. $3.75. 


A symposium on_ revolutionary forces 
which are stirring in the world today. 


THE PRIMER OF INFLATION. By Earl Spar- 
ling. New York: The John Day Com- 
pany. $1.50. 


An explanation of how inflation will af- 
fect the wage earner, the employer, the con- 
sumer, the debtor, the farmer, the banker. 


THE INDUusTRIAL DISCIPLINE AND THE Gov- 
ERNMENTAL Arts. By Rexford G. Tug: 
well. New York: Columbia University 
Press. $2.50. 


A treatment of the related problems of 
government and the control of industry. 
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BANKERS GoLp. By Edgar Lawrence Smith. 
New York: Simon & Schuster. $1.50, 
An attempt to explain to the average per- 

son the relation of our banking system to our 

present general situation. 


MONETARY THEORY AND THE TRADE CYCLE, 
By Friedrich A. Hayek. New York: Har- 
court, Brace & Co. $2.00. 


A translation of a German study in eco- 
nomics. 


NEW PAMPHLETS 


INTERALLIED Depts. By Charles F. Romer 
and Harry D. Gideonse. Chicago: Uni- 
versity of Chicago Press. 15c. 


A New Sociat Orper. 
mann. New York: 
pany. 25c. 

An address delivered at the University of 

California on Charter Day, March 23, 1933. 


INTERNATIONAL ECONOMIC RECOVERY. By 
H. G. Moulton. Minneapolis: University 
of Minnesota Press. 25c. 


BALANCED DEFLATION, INFLATION OR More 
DEPRESSION. By Jacob Viner. Minne 
apolis: University of Minnesota Press. 25c. 


By Walter Lipp- 
The John Day Com- 
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Just ta show that we are always open to 
suggestion in the matter of banking methods, 
we offer it here. Try this on your adding: 
machine: The Old Mandarin always per- 
plexes his friend the Adjuster at the Prune 
Exchange Bank by adding his balances to- 
gether in the Chinese fashion. For example: 
He once had $5000 in the bank and drew 
various checks against it. 


He drew $2000, thus 
balance of 
He drew $1500, 
balance of 
He drew $900, 
balance of 
He drew $600, 
balance of 


leaving 
thus 
thus 


thus 


Yet, as you see, when he adds his various 
balances he finds that they total $5100. And 
the Old Mandarin therefore maintains there 
should still be $100 to his credit. They had 
to engage the Governor of the Federal Re- 
serve to explain the fallacy to him. 

—The Golden Book. 





REVIEW OF THE MONTH 


A SURVEY OF BANKING AND ECONOMIC CONDITIONS AS 
REVEALED IN MONTHLY TRADE LETTERS 


HAT the general situation is 
showing a decided improvement is 
clearly evident. The rise in steel 
production, now maintained for some 
weeks, and the increase in price of iron 
and steel are of great significance. Com- 
modity prices generally are on the up- 
turn, large gains having been made in 
substantially all the cereals, in cotton 
and in other agricultural products. 
There has aiso been renewed activity in 
the stock market, largely speculative in 
character and not based upon any gain 
in earnings of the underlying corpora- 
tions, but nevertheless indicating a belief 
that “the corner of the depression has 
been turned”’—to use a phrase com- 
monly employed for some months past, 
but lacking the confirmation which is 
now apparent. Automobile production 
is increasing and business failures de- 
creasing—eratifying signs of a genuine 
business recovery. 

The rise in prices has, to some extent, 
been due to inflationary measures en- 
acted by Congress, the employment of 
which has been placed in the hands of 
the President. But it must be pointed 
out that, up to the present, no use has 
been made of the inflationary expedi- 
ents, and that whatever effect they have 
had in raising prices must have been 
psychological—a belief that they might 
be used and that they would cause a 
rise in the general price level. It has 
been well said that a fear that prices 
were in for a rise would of itself stimu- 
late buying, and therefore lead to price 
advances. This, it would seem, is what 
has taken place. Manifestly, some 
other causes have been operating to pro- 
duce the same result. In the case of 
wheat the rise was chiefly due to un- 
favorable reports as to the prospects for 
the winter variety of that grain, a large 
decline in the yield being indicated. 
Other cereals, as is usually the case, rose 
in sympathy with the wheat advance. 
As these grains rose, prices of hogs and 


other livestock naturally followed the 
upturn. Legislation recently enacted, 
designed to. give the farmer increased 
prices for his products, has also, to some 
extent, accounted for the rise in the agri- 
cultural staples. Though here, as in 
the case of the inflationary measures re- 
ferred to above, the influence must have 
been mainly psychological, because the 
price advance has occurred before the 
farm legislation has been put into opera- 
tion. There is some disposition to delay 
its application until after the results of 
the World Economic Conference are 
known, and possibly its provisions in 
full may be found unnecessary; at all 
events, it is announced by the adminis- 
trator of the law that caution will be 
used in its employment. 

Another factor in the price advance 
has been a considerable reduction of in- 
ventories, and the necessity of replenish- 
ment to meet the demands of a large 
population with a buying power that 
still remains very great. 

An especially encouraging feature of 
the present situation is to be found in 
the increase in production—factories re- 
opening or running on full instead of 
part time—the decline in unemployment 
and, in many cases, an increase in the 
wages of those employed. 

While the banking situation has im- 
proved greatly in recent weeks, the num- 
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ber of institutions functioning in a 
normal way now reaching some 14,000 
out of a total of 18,000, and while the 
loans and investments of the banks are 
growing, the gain represents mainly ad- 
ditions to investments in Government 
bonds and loans on securities (largely 
brokers’ loans), and there is as yet no 
clear sign of any substantial enlarge- 
ment of bank credit for use in produc- 
tion and trade. 

Our domestic situation is decidedly 
improving. Unfortunately the future 
is clouded by political uncertainties in 
Europe. Whether these will be removed 
by the World Economic Conference is 
a matter of vast concern to the Ameri- 
can people. 


WHAT THE MONTHLY LETTERS REVEAL 


The available letters issued by the 
Federal Reserve and other banks reflect 
conditions prior to the gold embargo and 
other monetary policies announced at 
Washington, and therefore fail to show 


what has taken place since these impor- 
tant changes occurred. A few quota- 
tions from these letters follow: 


MONTHLY BUSINESS REVIEW 
{Federal Reserve Bank of Cleveland] 


A spurt in industrial operations and gen- 
eral business developed in this district and 
most parts of the country in the first three 
weeks of April at a greater than seasonal 
rate. At the end of that time the advance 
had been extensive enough so that the drop 
in operations in March at the time of the 
bank holiday was more than overcome. Fac- 
tors contributing to the rise were numerous 
and varied 


MONTHLY REVIEW 
[Federal Reserve Bank of St. Louis} 


Though spottiness and irregularity have 
characterized industry and commerce in the 
Eighth District during the past thirty days, 
there are numerous evidences of improve- 
ment and progress following the disabilities 
imposed by the national banking holiday in 
early March. The most notable factor in 
the improvement has been the rapidity with 
which financial institutions were reopened 
and banking facilities restored. The imme- 
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diate effect of this was general restoration of 
confidence and the release of a large volume 
of business which had been held up by 
suspension of banking operations. Seasonal 
expansion in demand for merchandise in 
many important lines, while not so marked 
as in preceding years, has made itself felt, 
and generally merchants are more disposed 
to replenish inventories than has been the 
case in many months. 


THE MONTHLY REVIEW 
{Federal Reserve Bank of Kansas City] 


Very little construction activity was re- 
corded for this district in March and the 
first three months of 1933. Seventeen re- 
porting cities issued only about one-third of 
the ten-year average number of building per- 
mits, and the estimated cost of construction 
was but 10 per cent. of normal. 


NEW ENGLAND LETTER 
{First National Bank of Boston] 


Conditions in the wool industry were un- 
favorable during the first quarter, but since 
then some belated Easter orders and _ infla- 
tionary developments have stimulated a rather 
broad buying interest. Consumption of wool 
in the entire industry for the first quarter was 
4$ per cent. below the same period in 1932, 
while New England mills showed a slight 
increase Over a year ago. 

The shoe industry enjoyed a fair volume 
of Easter business, but at this time there is 
the usual slackening in orders. For the first 
quarter of this year shoe. production for the 
entire industry, as well as in New England, 
was slightly below the corresponding period 
of 1932. 

Retail trade in New England prior to the 
bank holiday week was approximately 30 per 
cent. below the same periodof a year ago 
but at present this decline has been reduced 
to about 10 per cent. 

While general conditions at this time are 
far from satisfactory, we are arriving at the 
stage where comparisons with the correspond- 
ing period of a year ago are becoming more 
favorable, and that in itself makes for con- 
fidence. 


MONTHLY SUMMARY 
{Security-First National Bank, Los Angeles} 


The volume of business activity in South- 
ern California during April was materially 
larger than in March, and, in a number of 
trades and industries, sales were equal to or 
in excess of those of April, 1932. Improve- 
ment in business sentiment was particularly 





REVIEW OF THE MONTH 


noticeable, reports from cities throughout the 
Southland revealing that people generally be- 
lieve that the program now being promul- 
gated by the Federal Government will soon 
be productive of definite benefits. The im- 
proved outlook is,’in the opinion of many 
business men, changing the attitude of the 
buying public, causing individuals to spend 
more freely than for some time. 

Aggregate sales of Los Angeles department 
stores were about 20 per cent. larger in 
April than in March and approximately 3 
per cent. below those in the corresponding 
month a year ago. Even when seasonal fac- 
tors are taken into consideration, the showing 
made in April appears to be the most favor- 
able since December, 1932. 


SAVINGS BANKS GAIN IN 
DEPOSITORS 


THE Savings banks of New York state en- 
tered the second quarter of 1933 with 15,256 
more depositors than they had at the begin- 
ning of the year, according to the January 
1-April 1 report of the Savings Banks As- 
sociation of the State of New York. The 
banks’ 5.761,073 depositors had on April 1 
deposits of $5,208,374,227, a reduction of 
1.8 per cent., or $94,241,045, since Janu- 
ary l. 

Henry R. Kinsey, president of the state 
association, pointed out that savings banks, 
in common with banking institutions all over 
the country, experienced heavy withdrawals 
during the last days of February and the first 
days of March. 

“I am highly gratified,” Mr. Kinsey added, 
“that this compilation of figures reveals such 
a good showing by the savings banks of the 
state. The gain in number of open accounts 
during this trying period is particularly note- 
worthy. And the fact that savings in this 
state were drawn down by only 1.8 per cent., 
during an abnormal period of nation-wide 
fear of financial institutions, will be reassur- 
ing to the community. 

“In some ways, the banking crisis had a 
salutary effect on our banks. It was discov- 
ered, during the period of heavy withdrawals, 
that some of the money in our banks was 
not true savings, but commercial money 
which had sought our banks because of the 
high dividend rates. It would have been 
hard to eliminate this type of deposit, but it 
was the first to be withdrawn, and it is hoped 
that this money will not return. 

“Savings banks were founded to provide 
a safe place where people might build up re- 
serves, where they might watch small sums 
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grow to the point where they could be large 
enough to help toward the purchase of such 
human wants as homes, trips, education for 
children and the like. This true saver is the 
type of depositor who belongs in our banks 
and to whom we wish to offer all possible 
service and encouragement.” 





Pennsylvania Bankers Convention 


Te Pennsylvania Bankers Associa- 


tion held its thirty-ninth annual 

convention in Atlantic City on 
May 18 and 19. Morning, afternoon 
and evening sessions were held on the 
18th, with the closing session on the 
morning of the 19th. On the evening of 
the first day was held the annual dinner, 
and a golf tournament on the second 
afternoon. 

O. Howard Wolfe, president of the 
association and cashier of the Philadel- 
phia National Bank, in opening the first 
session, made a spirited defense of 
American bankers. “One can well un- 
derstand the feelings of depositors who 
have lost their savings in failed banks,” 
he said, “but one can have little patience 
with the spreading of tales that this loss 
has been due entirely to faults of the 
banks.” Mr. Wolfe condemned guar- 
anty or insurance of bank deposits as 
futile, but expressed the opinion that 
a plan for guaranteeing small checking 
deposits might be found workable. 


CO-OPERATIVE ADVERTISING URGED 


G. Fred Berger, treasurer of the Nor- 
ristown-Penn Trust Co., in his speech 
on “Bank Management Lessons Learned 
from Recent Experiences,” advocated 
co-operative advertising by clearing- 
houses and country bankers’ associations 
to educate the public in banking func- 
tions. 

Herbert Frey, vice-president of the 
Pennsylvania Co. for the Insurance of 
Lives and Granting of Annuities, de- 
plored the moral breakdown of debtor 
relationships; and Francis H. Sisson, 
president of the American Bankers As- 
sociation and vice-president of the Guar- 
anty Trust Co. of New York, while 
praising the Administration at Washing- 
ton and urging its support, reiterated 
his opposition to deposit guaranty. 


Alexander P. Reed, vice-president of 
the Fidelity Trust Co. at Pittsburgh, 
and chairman of the trust section of the 
association, urged correction of the com- 
mon misconception that trust funds are 
mingled with the regular funds of the 
bank. “It is estimated that, of the thirty- 
three billion dollars of property held in 
trust by corporate fiduciaries, less than 
one million dollars has been lost because 
of bank failures—less than 1/300 of 1 
per cent.,” he declared. “There is no 
record of any loss caused by malfeasance 
or fraud on the part of any trust insti- 
tution or on the part of any officer or 
employe of a trust institution.” 

Dr. George W. Edwards, head of the 
economics department of the City Col- 
lege of New York, expressed the belief 
that the abandonment of the gold stand- 
ard will have no adverse effect on high- 
grade investments and urged that, not- 
withstanding currency depreciation, 
banks follow a conservative policy in 
reconstructing their bond accounts. 

Other speakers at the convention in- 
cluded the Hon. Franklin Spencer Ed- 
monds, eminent Philadelphia attorney, 
and Hon. Franklin W. Fort, organizer 
and former chairman of the Federal 
Home Loan Board, and president of the 
Lincoln National Bank of Newark, 
N. J. 

ELECTION OF OFFICERS 

At the close of the session the follow- 
ing officers were elected: Joseph F. Hill, 
cashier of the National Bank of Chester 
County and Trust Co. of West Ches- 
ter, president; Edgar A. Jones, vice- 
president of the Scranton-Lackawanna 
Trust Co. of Scranton, vice-president; 
Robert M. Rutherford, president of the 
Steelton Bank & Trust Co., treasurer. 
Charles F. Simmerman was re-elected 
secretary. 





Mutual Savings Banks Convention 


tional Association of Mutual Sav- 

ings Banks met at Swampscott, 
Mass., May 24-26, just thirteen years 
after the association was organized in 
Boston. 

In opening the convention Wilson G. 
Wing, president of the association and 
of the Providence (R. I.) Institution for 
Savings, expressed his opinion that banks 
accepting deposits of Postal Savings 
from the Government are largely to 
blame for fostering the increase of this 
type of Government participation in 
banking activities. “If they declined to 
pay the interest demanded upon these 
Government deposits, they could effec- 
tively temper a competition of which 
most of the banking fraternity complain 
with bitterness,” he asserted. 

Mr. Wing declared his conviction of 
the desirability of a unified Federal 
banking system with savings bank mem- 


f ‘HE annual convention of the Na- 


bership: “It is to be hoped that eventu- 
ally separate divisions will be provided 
for in a Federal unified system and if 
this should come to pass it seems logical 
that banks of investment of the mutual 


type be provided for. Representation 
should be afforded upon the governing 
boards and a personnel sympathetic to 
and familiar with the distinctive func- 
tions of banks of this type should be 
available.” 

Utility bonds were praised by F. V. 
Henshaw of Wood, Struthers & Com- 
pany, New York City, who said: “I do 
not think that the holder of any sound 
operating utility bond need have any 
fear of impairment of his investment as 
a result of rate cutting or taxation. 
Under anything that could be called fair 
rate regulation and taxation, such op- 
erating utilities have demonstrated their 
ability to earn enough to maintain the 
integrity of their debts under any condi- 
tions much short of industrial prostra- 
tion.” 

Confidence in the small American 
home as a sound investment was ex- 


pressed by Willard W. Miller, presi- 


dent of the Bloomfield (N. J.) Savings 
Institution. “When we consider the 
great number of individual home own- 
ers, it is astonishing that such small 
percentages of them are unable to meet 
their obligations,” he said. “The close 
association of mutual savings banks with 
home financing is one of the special rea- 
sons for their stability. In the four- 
year crisis these loans have been of im- 
measurable benefit, not only to home 
owners and as a source of revenue to 
depositors in mutual institutions, but of 
the broadest public benefit as well.” 

A good word for mortgage loans was 
spoken also by Philip A. Benson, presi- 
dent of the Dime Savings Bank of 
Brooklyn, N. Y. “The future of the 
mortgage loan as a savings bank invest- 
ment is bright, in spite of the troubles 
through which we have been passing,” 
he declared. “Mortgages are still our 
best income producer.” 

Among the other speakers were: 
Myron F. Converse, president of the 
Worcester (Mass.) Five Cent Savings 
Bank; Orrin C. Lester, vice-president of 
the Bowery Savings Bank, New York 
City; Carl M. Spencer, president of the 
Home Savings Bank, Boston; David 
Wood, of Thompson, Wood & Hoff- 
man, attorneys of New York City; 
Austin McLanahan, president of the 
Savings Bank of Baltimore; C. F. Blan- 
chard, public utility editor, Standard 
Statistics Company; Harry P. Gifford, 
president of the Salem (Mass.) Five 
Cents Savings Bank; E. Curtis Mat- 
thews, Jr., president of the Piscataqua 
Savings Bank, Portsmouth, N. H.; and 
Henry Bruere, president of the Bowery 
Savings Bank, New York City. 

At the closing session of the conven- 
tion the following new officers were 
elected: Philip A. Benson, president; 
George L. Woodward, treasurer of the 
South Norwalk (Conn.) Savings Bank, 
vice-president; Walter W. Hallett, vice- 
president of the Bank for Savings, New 
York City, treasurer. John W. Sand- 


stedt was re-elected secretary. 
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New Jersey Bankers Convention 


HE thirtieth annual convention of 
the New Jersey Bankers Associa- 
tion was held at the Ambassador 
Hotel, Atlantic City, May 18-20. A 
letter was sent from the association to 
Governor A. Harry Moore, protesting 
against the proposed tax on intangibles 
and income tax and declaring that they 
would drive capital and individuals out 
of New Jersey and place on citizens and 
corporations a burden they are unable 
to bear. 

The convention was_ informally 
opened with a golf tournament, a “New 
Deal” party and a cabaret on the 18th, 
but the addresses did not commence 
until the next morning. The speakers 
included: Charles H. Plenty, president 
of the association and vice-president of 
the Hackensack Trust Company; Ray- 
mond E. Jones, vice-president of the 
Bank of the Manhattan Co. of New 
York City; William H. Clark, of Young 
& Ottley, Inc., of New York; J. Fisher 
Anderson, director and counsel of the 
Commercial Trust Co., of New Jersey; 
M. W. Maclachlan, of Peat, Marwick, 
Mitchell & Co., of New York; Edward 
O. Stanley, counsel for the Mutual 
Benefit Life Insurance Co. at Newark; 
William K. Payne, chairman of the 
board of the Auburn (N. Y.) Cayuga 
National Bank & Trust Co.; Governor 
A. Harry Moore; Representative Henry 
B. Stegall; Fred N. Shepherd, executive 
manager of the American Bankers Asso- 
ciation; Francis H. Sisson, its president; 
and Philip S. Suffern, president of the 
Society of Public Accountants of New 
Jersey. 

The officers for the ensuing year are: 
Carl K. Withers, vice-president and 
trust officer of the First and Mechanics 


National Bank of Trenton, president; 
Julius S. Rippel, chairman of the board 
of the Merchants and Newark Trust 
Company, vice-president; Leslie C. Mc- 
Douall, associate trust officer of the 
Fidelity Union Trust Company of New- 
ark, treasurer. Armitt H. Coate of 
Moorestown will again serve as secre- 
tary. 


FROM THE SPEECHES 


“With the universal acknowledgment 
of the strength and soundness of the 
insurance companies and of their splen- 
did record during the past three years, 
it has come to be recognized that such 
collateral, if the present value of such 
insurance can be made available to the 
lending bank, is a most valuable form 
of security, and I have no doubt that the 
future will show a greater use of life in- 
surance as collateral than the past.”— 
Edward O. Stanley. 

“According to statistics gathered from 
members of the Federal Reserve System 
all over the United States, the actual 
cost of handling deposit business is about 
114, per cent. of the total gross deposits 
of banks. Certainly, this actual out-of- 
pocket expense should be taken into ac- 
count before we think of paying the 
depositor any interest. However, this 
11/, per cent. represents only the cost of 
our merchandise and surely we are en- 
titled to a profit; but how much? Per- 
sonally, I feel our profit should be at 
least 1 per cent. on gross deposits, so 
upon this basis the first 21/, per cent. 
earned on gross deposits belongs to the 
bank to cover costs and a reasonable 
profit on the service rendered.”—Ray- 
mond E. Jones. 
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BRIEF ITEMS FROM THE NEWS ABOUT BANKS AND BANKERS 


SHAREHOLDERS of The Chase National Bank 
and Chase Securities Corporation at a meet- 
ing in May voted their approval of a recom- 
mendation made by the board of directors 
reducing the board of directors of the bank 
by one-half and of the securities corporation 
by two-thirds; removing The Chase National 
Bank and its affiliates from the general busi- 
ness of investment banking except as provided 
by the National Bank Act; and dissolving the 
wholly-owned securities distributing afhliate, 
the Chase Harris Forbes Companies. 

Several of the senior vice-presidents who 
were previously directors have been added to 
the governing board of the bank, which now 
comprises the following officials: WHIN- 
THROP W. ALDRICH, CHARLES S. Mc- 
CAIN, JOHN McHUGH, H. D. CAMP- 
BELL, MAURICE H. EWER, JAMES T. 
LEE, REEVE SCHLEY, CARL J. SCHMID- 
LAPP, LYNDE SELDEN and SHERRILL 
SMITH. F. R. COUDERT, PAUL D. 
CRAVATH and CHARLES G. MEYER 
were elected to the board of The Equitable 
Trust Company, as was also JOHN D. 
ROCKEFELLER, 3RD. The Equitable is 
afhliated with The Chase National. 

Reduction of the board of the Chase Cor- 
poration from thirty to ten leaves the follow- 
ing directors to act for the remainder of the 
year: HARRY W. ADDINSELL, WIN- 
THROP W. ALDRICH, ROBERT L. 
CLARKSON, BERTRAM CUTLER, JOHN 
R. MACOMBER, CHARLES S. McCAIN, 
JOHN McHUGH, REEVE SCHLEY, CARL 
J. SCHMIDLAPP and FREDERICK P. 
SMALL. 

The liquidation of the Chase Harris Forbes 
Companies will be carried out under the 
direction of JOHN R. MACOMBER, chair- 
man of the board, and HARRY M. ADDIN- 
SELL, president, who, with a group of the 
present officers, will continue in their present 
positions and will assume the responsibility 
of winding up the affairs of the former se- 
curities distributing affiliate. 


JESSE H. JONES, chairman of the Recon- 
struction Finance Corporation, has announced 
that he is opposed to any other bank organiza- 
ion plans for Cleveland unless the National 


City plan proves unworkable. A group of 
Guardian Trust Co. depositors, headed by 
BERTRAM D. QUARRIE and PHILIP 
FRANKEL, has opposed the National City 
plan to buy certain assets of the Union Trust 
and Guardian Trust at face value and, 
through R. F. C. loans, release to Union and 
Guardian depositors $50,000,000 of frozen 
deposits. This group wishes to create a sepa- 
rate new national bank out of the Guardian. 


On May 25 the conversion of stock sub- 
scriptions of the once proposed First Na- 
tional into the new National City common 
stock had reached $3,821,460, only $178,540 
short of the $4,000,000 goal. HERMAN R. 


NEFF is in charge of conversions. 


DissOLUTION of the Detroit Bankers Com- 
pany, holding company for the First National 
Bank, Detroit, the Detroit Trust Company 
and several other banking and financial in- 
stitutions, has been ordered by JUDGE 
THEODORE J. RICHTER on petition of 
the directors. WILLIAM F. CONNOLLY, 
a former judge, has been appointed receiver 
and director to wind up the company’s af- 
fairs. 


EUGENE R. BLACK, governor of the Fed- 
eral Reserve Bank of Atlanta, has been named 
governor of the Federal Reserve Board. The 
nomination was sent to the Senate by Presi- 
dent Roosevelt on May 10 and approved 
without discussion. Mr. Black is a graduate 
of the University of Georgia and the Atlanta 
Law School, and from 1923 to 1928 was 
president of the Atlanta Trust Company. He 
succeeds EUGENE MEYER, who resigned 
as governor of the Federal Reserve Board 
some time ago. 


THE American National Bank of Nashville, 
Tenn., by increasing its capital to $8,000,000 
has become the largest bank in the state; 
while the Nashville and American Trust Co., 
divorced as an affiliate of the American Na- 
tional and organized with a capital stock of 
$2,000,000, is the largest institution doing 
strictly a trust and savings bank business. 
H. G. HILL is president of the newly or- 
ganized trust company. Both the increase in 
capitalization of the American National and 
the organization of the Nashville and Ameri- 
can Trust Co. were made possible through 
the Reconstruction Finance Corporation. 


ARNOLD C. MATTHEWS of W. D. Mat- 
thews & Co., Toronto, has been elected a 
director of the Dominion Bank to fill the 
vacancy caused by the death of WILMOT L. 
MATTHEWS. 


CARL O. PANCAKE, assistant secretary of 
the Guaranty Trust Company, New York 
City, has been appointed a member of the 
International Chamber of Commerce com- 
mittee on cable, telegraph and radio, which 
will meet in Vienna this month at the seventh 
congress of the International Chamber. Mr. 
Pancake is in charge of the telegraph-cable 
department of the Guaranty Trust. 
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**The Distinctive Boston House’’ 


In a quiet section, yet but six} 
| minutes from the business, theatre } 
} and shopping district. 
| Rooms with bath from $3.50 up 

B. M. Andrews, Manager 





RALPH B. WELLS has been elected vice- 
president of the Merchants Security Corpora- 
tion of Mobile, Ala., which is affiliated with 
the Merchants National Bank of Mobile. Mr. 
Wells represented the Bankers Trust Com- 
pany of New York in Knoxville and Atlanta 
from 1924 to 1927. Since then he has been 
manager of the Chicago office of The Equitable 
Trust Company of New York and, after its 
merger with The Chase National Bank, mid- 
western representative for The Chase National. 


Tue Irvinc Trust Company of New York 
has announced the following appointments: 
WILLIAM F. DOYLE, assistant vice-presi- 
dent, as vice-president; CHARLES W. 
BRUGGER, CHARLES J. MAURER and 
CHARLES O. WOLFF, assistant secretaries, 
as assistant vice-presidents; and CHESTER 
M. CARRE and JOHN C. KINGMAN as 


assistant secretaries. 


At the annual meeting of the Chicago Finan- 
cial Advertisers, a chapter of the National 
Financial Advertisers Association, the follow- 
ing officers and directors were elected: 
CHESTER L. PRICE, City National Bank 
& Trust Co., president; J. K. WAIBEL, Con- 
tinental Illinois National Bank & Trust Com- 
pany, vice-president| RUTH H. GATES, 
State Bank & Trust Company, Evanston, 
secretary; DOROTHY S. TREVINO, Per- 
sonal Loan & Savings Bank, treasurer. 

The directors are: FRED W. MATHI- 
SON, National Security Bank of Chicago; 
CHARLES S. FRYE, Chicago Journal of 
Commerce; W. G. DONNE, Chicago City 
Bank & Trust Company; GUY W. COOKE, 
First National Bank of Chicago; R. R. JEF- 
FRIS, Harris Trust & Savings Bank. 


THE Hibernia National Bank in New 
Orleans opened on May 22, simultaneously 
with the discontinuance of the Hibernia Bank 


: THE BANKERS MAGAZINE 






& Trust Company. The new bank has capi- 
tal, surplus and undivided profits of $3,- 
000,000, half of the stock for which is owned 
by 3543 stockholders and half by the Re- 
construction Finance Corporation. The bank 
will maintain a complete trust department and 
the usual service departments. R. S. HECHT 
is chairman of the board; A. P. HOWARD, 
chairman of the executive committee; and 


A. P. IMAHORN, president. 


GEORGE T. NEWELL of the Manufac- 
turers Trust Company has been elected presi- 
dent of the New York chapter of the Ameri- 
can Institute of Banking. Other officers are: 
J. VINCENT O'’NEIL, first vice-president; 
WILLIAM A. TEN EICK, Jr., second vice- 
president; LEROY S. CLARK, treasurer; 
and GEORGE C. BISSETT, Jr., chief 
counsel. 


Tue First National Bank in Birmingham, 
Ala., has arranged to increase its capital by 
$7,500,000 of new preferred stock, $5,000,- 
000 of which has been sold to the Recon- 
struction Finance Corporation and $2,500,- 
000 to the First National Company and local 
directors and stockholders. 

In commenting upon the change in capital 
GENERAL J. C. PERSONS, president of 
the bank, said that the institution was taking 
advantage of the provisions of the new bank- 
ing law so that it might liberalize credit and 
provide funds for industry. 

In keeping with the practice of many other 
banks throughout the country, the First Na- 
tional has also taken a substantial sum out 
of its surplus and undivided profits account 
and set it aside as a reserve for possible con- 
tingencies. 


FRANK C. MINDNICH, vice-president, has 
been elected president of the Federal Trust 
Company of Newark, N. J. CHRISTIAN 
W. FEIGENSPAN, the former president, 
who is retiring to devote his time to the 
brewery business, was naméd chairman of 
the executive committee. HARRISON P. 
LINDABURY, a vice-president, was elected 
board chairman, to succeed WINTON C. 
GARRISON, who retired last December. 


EUGENE T. NEVILLE has been appointed 
assistant vice-president of the Trust Company 
of North America, New York City. 


JOHN H. WILLIAMS, Nathaniel Ropes 
Professor of Economics at Harvard, has been 
appointed assistant Federal Reserve Agent 
in New York to succeed W. RANDOLPH 
BURGESS, now deputy governor of the Re- 
serve Bank. Professor Williams has taught 
economics at Brown, Princeton and North- 
western University; has served as assistant 
editor of the Harvard Review of Economic 
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Statistics; and organized and developed the 
annual studies of the balance of payments 
of the United States, now published by the 
Department of Commerce. Last summer he 
and DR. E. E. DAY represented the United 
States on the committee that prepared the 
agenda for the forthcoming World Economic 
Conference. 


CLARENCE A. CHAFEY has been elected 
head of the Nyack (N. Y.) National Bank 
and Trust Company, thus becoming at 34 
one of the youngest bank presidents in the 
state. He is the son of CLARENCE 
CHAFEY, president of the Ocean County 
National Bank of Point Pleasant, N. J. He 
came to the Nyack bank from the Seaboard 
National Bank of New York in 1925, and 
two years ago was made a vice-president. 
ROBERT WALMSLEY, the cashier, was 
elected a vice-president of the bank; and 
MORTIMER’ B. PATTERSON, _ former 
County Judge, was also made a vice-presi- 
dent. 


CORNELIUS F. KELLY, president and a 
director of the Anaconda Copper Mining 
Company, has been elected a trustee of the 
Emigrant Industrial Savings Bank, New York 
City. 


GEORGE J. KENNY has been appointed 
assistant vice-president and HAROLD BOT- 
TENUS assistant secretary of the City Bank 
Farmers Trust Company, New York City. 


Hoit, Rose & Troster have prepared a 
booklet on New York City bank stocks, in- 
surance stocks, investment trusts and over’ 
the-counter securities. 


SUPREME COURT JUSTICE WILLIAM 
F. BLEAKLEY, for some time a director, has 
now become president of the Yonkers (N. 
Y.) National Bank, replacing WILFRED L. 
CHASE, who resigned because of ill health. 
Mr. Chase will become chairman of the 
board, succeeding LESLIE SUTHERLAND, 


former mayor of Yonkers. 


R. HALGIN GREENE of the Bank of the 
Manhattan Co. has been elected president of 
the Bank Credit Associates of New York. 
Other newly elected officers are: BENNETT 
LEWIS, first vice-president; ARTHUR 
CHESTER, second vice-president; HARRY 
F, SCHIEMAN, treasurer; and CHARLES 
H. FRITSCHER, secretary. 


THe Lawrence-Cedarhurst Bank, Lawrence 
(N. Y.), has reopened for business on an 
unrestricted basis after being reorganized. 
JOSEPH S. HEWLETT, general manager 
of Hewlett Brothers, coal dealers, and presi- 
dent of the Nassau County Grand Jurors 


Association, has been elected president to 
succeed DR. J. CARL SCHMUCK, who re- 
signed recently because of failing health. 
ROGER F. MOLLOY, an examiner in the 
state banking department, has been named 
executive vice-president; and ROBERT L. 
HAMILL is the new chairman of the board 
of directors. 


AFTER being closed eleven weeks the West- 
chester County National Bank and Trust 
Company of Peekskill, N. Y., opened for un- 
restricted business on May 20 with numerous 
floral tributes and music by the Peekskill 
High School Band. BENJAMIN P. RIAL 
was chosen permanent vice-president and 
executive officer by the old board of directors, 
to fill the vacancy caused by the resignation 
of H. ALLEN ANDERSON. Mr. Rial, 
who is only 29, was formerly assistant to 
LUTHER K. ROBERTS, chief bank exam- 
iner in the Second Federal Reserve District. 


MAY DEATHS IN THE BANKING 
WORLD 


Ward Albertson, Federal Reserve Bank of 
Atlanta. 

Wilbur F. Baker, Stephen N. Bond & Co., 
New York City. 

John Benfield, First National Bank of 
Pittston, Pa. 

H. R. Berglund, Aspen (Col.) State Bank. 

Judge W. C. Blanks, Central National 
Bank, San Angelo, Texas. 

Charles A. Booth, First Trust & Savings 
Co., Canton, O. 

Representative Charles Hillyer Brand, 
Brand Banking Company, Lawrenceville, Ga. 

Homer Blatt Brelsford, former Texas State 
Bank, Eastland, Texas. 

Henry C. Brent, Fidelity Savings Trust 
Company, Kansas City, Mo. 

Ralph F. Butts, Farmers and Manufactur- 
ers National Bank and Trust Company. 
Poughkeepsie, N. Y. 

Timothy J. Callahan, Commercial Trust 
Company of Jersey City, N. J. 

George R. Clough, First National Bank, 
Boston. 

George A. Coulton, Union Trust Co., 
Cleveland, O. 

Pe B. Durand, Cranford (N. J.) Trust 


Clayton B. Emerson, Farmers and Mechan- 
ics Savings Bank, Lockport, N. Y. 

Charles B. Evans, Newark (Del.) Trust 
Company, Security Trust Company of Wil- 
mington, Del. 

Joseph F. Fenwick, First National Bank, 
Perryville, Mo. 

Dana J. Flanders, Malden (Mass.) Trust 
Company. 





AM CEE NCEAEMCG 
EVEN THE 


OCEAN'S 


AT YOUR FEET 


THE sea is right at the front door. 
Have the kind of breakfast that 
starts the day right. Then choose 
your adventure! 

Live all day on the beach, if you 
like. Tee off on the golf course. 
Fish far out at sea. Chat over the 
tea-cups in the cool lounges on the 
Ocean Deck, with the sea spread 
out before you, the gay movement 
of the Boardwalk at your feet. 
Crowd your evenings with diversion. 


At Chalfonte-Haddon Hall in- 
spired food, thoughtful service, and 
a friendly hospitality all conspire 
to make your holiday the complete 
success it should be. Economical 
rates. Write for them. 
and European Plans. 


CHALFONTE- 
HADDON HALL 


ATLANTIC CITY 


Leeds and Lippincott Company 
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American 


Frederick T. Francis, Berkshire C unty 
Savings Bank, Pittsfield, Mass. 

Irving C. Gaylord, former Lincoln Trust 
Co., New York City. 

James Wesley Granby, George R. Granby 
& Son. 

John H. Greves, 
North Bend, Ore. 

Robert A. Guyot, Old Colony Trust Co,, 
Boston. 

Henry R. Hall, 
Sandoval, Il. 

W. A. Hammer, Millikin National Bank, 
Millikin Trust Co., Decatur, IIl. 

William Irving Hegeman, Nassau County 
Trust Co., Mineola, N. Y. 

Harry E. Henry, East Troy (Wis.) State 
Bank. 

William John Hoggson, Putnam Trust 
Company of Greenwich, Conn. 

Ralph: Johnson, First State 
Montezuma, Ind. 

Herbert E. King, Mansfield (Mass.) Co- 
operative Bank. 

Theo Kotzin, People’s Bank, Cincinnati. 

Dan W. Lind, National Bank of Ionia, 
Mich. 

J. C. Lindon,-Farmers and Traders Bank, 
Campton, Ky. 

James Loeb, Kuhn, 
York City. 

Isaac Loewenstein, Charleston (W. Va.) 
National Bank. 

Fred M. McClure, National Fowler Bank, 
Lafayette, Ind. 

Jesse Minot, Second National Bank and 
Trust Company of Red Bank, N. J. 

Richard W. Osborn, Ridgefield (Conn.) 
Savings Bank. 

John E. Palmer, Williamsburgh Savings 
Bank of Brooklyn, N. Y. 

Joseph Patterson, First 
Ashland, O. 

Colonel Sheldon Potter, Tradesman’s Na- 
tional Bank, Philadelphia. 

Walter L. Prince, First National Bank, 
Stillwater, Minn. 

Alfred D. Rider, Fidelity National Bank 
and Trust Company, Kansas City, Mo. 

Paul D. Rider, Central Savings Bank @ 
Trust Co., Canton, O. 

Henry Bellows Robeson, First of Boston 
Corporation. 

William Rokenbaugh Rogers, Jr., 
National Bank & Trust Co., Macon, Ga. 

Louis St. Marie, Marblehead (O.) Bank- 
ing Co. 

Tomo Sargentich, Bank for Savings, New 
York City. 

T. E. Satterfield, First National 
LaFollette, Tenn. 

Harrison T. Sheldon, First National Bank 
and Trust Company, New Haven, Conn. 

Jireh Watts Sherman, Herkimer County 
Trust Company, Little Falls, N. Y. 

John A. Silvie, Importers and Traders 
Bank of New York. 

Walter J. Staats, Banker Commercial Se- 
curity Co. of New York, West Jersey (N. J-) 


First National Bank, 


First National 


Bank, 


Bank of 


Loeb & Co., New 


National 


Bank, 


First 


Bank, 
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Trust Co., Merchantsville National Bank, 
South Camden (N. J.) Trust Co., Victory 
Trust Co. of Camden. 

Selah Fred Strong, Connecticut Savings 
Bank of New Haven. 

S. E. Swayne, First National Bank, Rich’ 
mond, Ind. 

James E. Thomas, Boston Penny Savings 
Bank, Coolidge Co-operative Bank. 

Orris Utter, Foster (Ky.) Banking Co. 

Stephen Van Emburgh, Ridgewood (N. J.) 
Trust Company, First National Bank and 
Trust Company of Ridgewood. 

Julius R. Wakefield, Old Colony Trust 
Co., Boston. 

Ezra Joseph Warner, 
Company, Chicago. 

Thomas Henderson Whitehead, Chartered 
Bank of India. 

William M. Whitson, Scott County Bank, 
Scottsburg, Ind. 

Eugene G. Whittemore. 
Bank of Boston. 

Gilbert G. Wright, 
Bank, Idaho Falls, Ida. 


Northern Trust 


First National 


Anderson Brothers 


AMERICAN BANKERS ASSOCIA- 
TION CONVENTION 


THE fifty-yninth annual convention of the 
American Bankers Association will be held at 
the Stevens Hotel, Chicago, September 4 to 
7, inclusive, it has been announced by F. N. 
Shepherd, executive manager of the associa- 
tion. 

“The entire proceedings, consisting of com- 
mittee meetings, division meetings and gen- 
eral sessions, will be held at the Hotel Stevens 
which, with its three thousand rooms, is ade- 
quate to house all delegates,” Mr. Shepherd 
said. “In accordance with the specific re- 
quest of the American Bankers Association, 
the Chicago Clearing-House Association will 
provide no entertainment features in connec- 
tion with the convention. Arrangements will 
be made for golf privileges at some of Chi- 
cago’s excellent clubs for those who wish to 
play golf, and a tournament will be held on 
Friday, September 8, after the close of the 
convention, in order that the American Bank- 
ers Association trophies may be played for by 
members. 

“In the Century of Progress Exposition, 
the citizens of Chicago have already provided 
an entertainment which is an opportunity of 
a lifetime. There has been nothing in this 
country comparable to it since the World's 
Fair in Chicago forty years ago.” 

The association has previously met in 
Chicago five times, in September, 1885; Oc- 
tober, 1893 (which was the time of the 
previous World’s Fair there); September, 
1909; September, 1918 and September, ‘1924. 


COMING BANKERS’ 
CONVENTIONS 


AMERICAN BANKERS ASSOCIATION. Stev- 
ens Hotel, Chicago, September 4-7, 1933. 


AMERICAN INSTITUTE OF BANKING. 
Palmer House, Chicago, June 12-16, 1933. 


ARKANSAS BANKERS ASSOCIATION. Hotel 


Marion, Little Rock, June 22-23, 1933. 


CENTRAL BANK MANAGEMENT CONFER: 
ENCE. Indianapolis, Ind. Postponed until 
further notice. 


CoLoraDo BANKERS ASSOCIATION. Craggs 
Hotel, Estes Park, June 16-17, 1933. No 
regional group meetings. 


CoNNECTICUT BANKERS ASSOCIATION. 
New Haven Country Club, New Haven, June 
14, 1933. 

DELAWARE. BANKERS ASSOCIATION. 
both, September 7, 1933. 


FINANCIAL ADVERTISERS ASSOCIATION. 
Waldorf-Astoria, New York City, Septem- 
ber 11-14, 1933. Executive secretary, Pres- 
ton E. Reed, 231 South LaSalle Street, Chi- 
cago. 

IDAHO BANKERS’ ASSOCIATION. 
Boise, Boise, June 9-10, 1933. 

ILLINOIS BANKERS ASSOCIATION. 
Hotel, Chicago, June 5-6, 1933. 

INDIANA BANKERS ASSOCIATION. Clay 
pool Hotel, Indianapolis, June 14-15, 1933. 

INTERNATIONAL BUILDING AND LOAN 
Concress. London, June 6-9, 1933. 

INVESTMENT BANKERS ASSOCIATION. Hot 
Springs, Va., October 28-November 1, 1933. 

INVESTMENT BANKERS ASSOCIATION OF 
Canapa. Log Cabin, Lucerne-in-Quebec, 
June 22-24, 1933. 


Reho- 


Hotel 


Stevens 


Bank Buildings 


If you are considering modernizing 
y she present quarters or contemplat- 
ing new offices, we believe it will pay 
you to let us solve your problems. Years 
of experience in designing bank build- 
ings qualify us to perform these services 
for you perfectly and economically. 


Booklet sent upon request 


CHAS. A. HOLMES 


formerly of 
HOLMES & WINSLOW 
Established 20 Years 


153 E. 38th Street - New York 
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Iowa BANKERS ASSOCIATION. Warrior 
Hotel, Sioux City, June 19-21, 1933. Secre- 
tary, Frank Warner, 430 Liberty Building, 
Des Moines. 


KENTUCKY BANKERS ASSOCIATION. Louis’ 
ville, September, 1933. No date. 


MAINE BANKERS ASSOCIATION. Rangeley, 
June 16-17, 1933. 


MICHIGAN BANKERS ASSOCIATION. Statler 
Hotel, Detroit, June 29-30, 1933. 


MINNESOTA BANKERS ASSOCIATION. Min- 
neapolis, June, 1933. No date. 


MonTANA BANKERS ASSOCIATION. Helena, 
July 28-29, 1933. 


MortGaGE BANKERS ASSOCIATION. Secre- 
tary, Walter B. Kester, 111 West Washing- 
ton Street, Chicago. Statler Hotel, St. Louis, 
Mo., October 10-11, 1933. 


NATIONAL ASSOCIATION OF CREDIT MEN. 
Milwaukee, June 19-24, 1933. 


New HAmMpPsHIRE BANKERS ASSOCIATION 
and New Hampsuire Savincs Banks As- 
SOCIATION (joint meeting). Manchester 
Country Club, Manchester, June 19, 1933. 
Secretary, Harry L. Additon, Manchester. 


New Mexico BANKERS’ ASSOCIATION. 
Franciscan Hotel, Albuquerque. Indefinitely 
postponed. 


New York Savincs BANK ASSOCIATION. 
Waldorf-Astoria Hotel, New York City, 
October 23-24, 1933. 


New Yorxk STATE BANKERS ASSOCIATION. 
Sagamore Hotel, Lake George, June 26-27, 
1933. 


NortH CaroLinA BANKERS ASSOCIATION. 
Pinehurst. Postponed until June or July. 


OrEGON BANKERS ASSOCIATION. Portland, 
June 12-13, 1933. 


SoutH Daxota BANKERS ASSOCIATION. 
Mitchell, S. D., June 1-2, 1933. Head- 
quarters moved to 280 Dakota Avenue, 
South Huron, S. D. 


UtaH BANKERS AssocIATION. Hotel Ben 
Lomond, Ogden, June 16-17, 1933. 


VIRGINIA BANKERS ASSOCIATION. The 
Homestead, Hot Springs, June 22-24, 1933. 


WASHINGTON BANKERS’ ASSOCIATION. 
Olympic Hotel, Seattle, June 15-16, 1933. 


West VircintA BANKERS ASSOCIATION. 
White Sulphur Springs, June 8-9, 1933. 


WISCONSIN BANKERS ASSOCIATION. Law: 
sonia on Green Lake, Wis., June 20-22, 
1933. 


WyYoMING BANKERS ASSOCIATION. Casper, 
September 1-2, 1933. 
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